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CHAPTER 1 - INTRODUCTION AND OVERVIEW 
1.1.1 MAYOR’S FOREWORD 



CLLR M.A. MPISI 

MAYOR OF EZINQOLENI MUNICIPALITY 


It is with great humility that I am once again afforded the opportunity to express my views on the 
Ezinqoleni Municipality’s performance during the 08/09 financial year. 

The year under review is a year that follows the year in which the municipality received a disclaimer 
audit opinion. This was an unfortunate situation for the municipality sighting the fact that Ezinqoleni 
municipality was the only municipality within Ugu District that received such an adverse audit opinion. 
The municipality operated under pressure not only from the disclaimer audit opinion but also from lack of 
funds to implement service delivery expected by the Council’s constituency. The lacks of funds arouse 
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fear that protests that had manifested themselves across the country might be witnessed in the 
municipality as well. Innovation and Leadership displayed characterized by an open and consultative 
approach together with patience of our people. 

In an attempt to stabilize the municipal situation, a Municipal Manager and the Chief Financial Officer 
were employed. All necessary and legally possible initiatives were then embarked upon to rectify 
whatever that led to the disclaimer audit opinion. Just when the municipality was at the peak of 
transition, the Municipal Manager was suspended and the transition train had to travel without a driver 
with the legitimate audacity and tenacity to own the compass. 

Apart from the difficult transition period and municipal systems configuration, the municipality managed 
to deliver some services through MIG funding, which were a drop in the ocean considering the service 
delivery backlog in the municipality. 

Heading towards a new financial year, the municipality has to ensure productive systems are in place 
and that service delivery planning tools are developed and adhered to, to achieve sustainable 
development. Additionally, the municipality will have to consider and refine its revenue generating tools, 
develop human capital and lobby for more funds to realize visible impact on development. Furthermore, 
the municipality will have to put more emphasis on participatory democracy and encourage all its 
stakeholders towards the same vision of upholding the integrity to deliver services to our community. 


Thank you 

Cllr M A Mpisl 

Ezinqoleni Municipality Mayor 
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1.1.2 MUNICIPAL MANAGER’S STATEMENT 


MRS N A MQADI 
MUNICIPAL MANAGER 

1.2 OVERVIEW OF THE MUNICIPALITY 
1.2.1 Locality 

Ezinqoleni Municipality (KZ 215) is one of the six municipalities that form part of Ugu District Municipality (DC 21). This municipality 
is located on the south-western boundary of the Ugu District, adjacent to the west of the Hibiscus Coast Municipality and east of the 
uMuziwabantu Municipality. The Ezinqoleni Municipal offices are situated within the Ezinqoleni settlement that is located some 40 
kilometers west of Port Shepstone along the N2 national highway. The Ezinqoleni Municipal area is 649 square kilometers (64 
900 hectares) in extent with the major land uses in the area being tribal settlements, smallholdings and commercial farming. The 
Ezinqoleni Municipality is the smallest municipality in the district and account for approximately 14% of the Ugu District area. 
Approximately 35% of the municipality’s total area can be classified as residential or smallholding areas while the remaining 65% of 
the land is dedicated to agriculture / conservation and other non-residential land uses. 

The Ezinqoleni Municipality constitutes a Category B municipality as determined by the Demarcations Board, falling within the ambit 
of a collective executive system municipality as described in the KwaZulu-Natal Determination of Types of Municipality Act, 2000. 
The Ezinqoleni Municipality consists of 5 wards with 9 councillors (i.e. 5 ward Councillors and 4 proportional representative 
Councillors). 

The population within the Ezinqoleni Municipal boundary is approximately 65 000 according to information gathered during the 
Data Cleansing exercise conducted by Ezinqoleni Municipality (May/ June and July 2007). The data cleansing exercise also 
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confirmed an estimated population growth rate of 1.04%.The average household size of the residents of Ezinqoleni Municipality is 
five people per household. 

There are three traditional authority areas, namely: 

■ KwaNyuswa, 

■ KwaMthimude and 

■ KwaVukuzithathe 

These constitute approximately 304 km 2 (30 400 hectares) or 47% of the Ezinqoleni Municipal area. In terms of land ownership 
within the Ezinqoleni Municipal area, the state own approximately 80 km 2 (8 000 hectares) 12% of the land, while 265 km 2 (26 500 
hectares) 41% of the land within the Ezinqoleni Municipal area can be classified as privately owned. 

1.2.2 Population 

According to the data cleansing exercise conducted in 2007, Ezinqoleni Municipality has a population of 65000 people. The 
Ezinqoleni population is elaborated/ broken down per ward as follows: 

KEY DEMOGRAPHIC, INSTITUTIONAL, LAND RELATED INFORMATION 


Demociraphic 

Population 

65000 

Number of Households 

12 600 

Male population 

46% 
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Female population 

54% 

Aqe distribution 

Population 

Percentaqe 

Adults 

24 293 

37 % 

Children 

40 707 

63 % 

Institutional 



Number of Municipal Wards 

5 

Number of Municipal Councillors 

9 

Number of Traditional Authority areas 

3 

• KwaNyuswa Traditional Authority 

Ward 1 & part of 4 

• KwaMthimude Traditional Authority 

Part of ward 4 & 5 


• KwaVukuzithathe Traditional Authority Ward 2; 3 and part of 5 
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1.3 EXECUTIVE SUMMARY 

1.3.1 Ezinqoleni Vision And Mission Statements 

Ezinqoleni Municipality prepared its 07/08 - 11/12 IDP and adopted it on 30 June 2007 IDP is a local government 
business plan outlining challenges of every nature facing the municipality. Analyzing institutional and financial conditions 
and putting forward how the municipality as a government plans to respond, a vision and mission statements for the 
municipality were developed. 

The vision and mission driving and guiding the municipality’s operations for the year we are reporting on is contained in 
the IDP of 07/08 to 11/12 and respectively reads as follows 

“A non-discriminatory, integrated and prosperous society living in a safe and sustainable 
environment empowered by a sustainable social and economic infrastructure and opportunities 
for all”. 


The mission of the Municipality is to try and deliver services to the community of Ezinqoleni 
while striving to uplift it, socially and economically through the utiiization of legislative 
processes and minimum resources to achieve the best expected by the community to 
continuously change it standard of living for the better.’ 


1.3.2 08/09 CHALLENGES 

1.3. 2.1 Developmental challenges 

1.3.2. 1.1 Ezinqoleni Challenges of Socio-Demographic Nature 

□ Poverty 

□ HIV/AIDS epidemic 

□ Youth alcohol abuse (drugs) 
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1.3.2. 1.2 


1. 3.2.1. 3 


1.3.2. 1.4 


1.3.2. 1.5 


□ Teenage pregnancy and early school leaving 

□ Too much dependency on grants 

□ Too much dependency on employment as opposed to self employment 

□ Out-Migration 

Ezinqoleni Challenges of Economic Nature 

□ Low levels of economic growth 

□ High unemployment rate 

□ Poor productive infrastructure 

□ No investment opportunities for SMME/BEE companies 

Ezinqoleni Challenges of Environmental and Geographic Nature 

□ Loss of indigenous vegetation 

□ Wetland degradation 

□ lllegal muthi harvesting 

□ Loss of inland biodiversity 

□ Water pollution 

□ Unsustainable cultivation in the rural areas 

□ Urbanization of rural areas 

Ezinqoleni Challenges of Governance and Administration Nature 

□ Staff see no opportunities for growth in the municipality therefore looking for alternative employment 

□ Poor communication (Internal & External) 

□ Poor staff commitment 

□ Lack of skilled staff 

Top Ten Challenges 


□ Priority 1: Lack of funds 
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□ Priority 2: Misuse of funds 

□ Priority 3: Poverty 

□ Priority 4: Corruption 

□ Priority 5:Poor monitoring/accountability (Contract Management) 

□ Priority 6: Poor communication, and ward mobilization 

□ Priority 7: Inadequate social services 

□ Priority 8: Skills, recruitment and retention 

□ Priority 9: Improper Settlement pattern 

□ Priority 10: Poor waste/ sanitation management practices 


1.3. 2. 2 


07/08 Municipal Strategic Objectives 


1. To promote and enhance fight against poverty 

2. To ensure development of human capital 

3. To advance and facilitate provision of sustainable and productive infrastructure 

4. To promote social cohesion through the provision of sustainable social amenities and support for ancillary social 
programmes. 

5. To Facilitate provision of Housing infrastructure 

6. To Facilitate access to better quality Education and facilities 

7. To support access to land and land tenure improvement 

8. Tocreatea sustainable physical Environment 

9. To ensure alignment and integration of strategies, programmes and projects 

10. To enhance and promote fight against HIV and AIDS and other diseases 

11. To promote tolerance, perseverance and participation in development 

12. To create an enabling environment for sustainable local economic development 

13. To ensure sustainable financial viability 

14. To promote and enhance development planning; spatial planning and land use management 
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CHAPTER 2: PERFORMANCE HIGHLIGHTS 


2.1 INFRASTRUCTURE AND SERVICE DELIVERY 


2.1.1 Access Roads 


CONSTRUCTED, UPGRADED AND GRAVELLED ACCESS ROADS 

WARD 

PROJECT 

NAME 

INITIAL 

BUDGET 

AWARDED 

BUDGET 

INITIAL 

COMMENCE 

MENT DATE 

INITIAL 

COMPLETIO 

N DATE 

ACTUAL 

COMPLETIO 

N DATE 

KMs 

WARDl 

Qili Access 

Road 

R1 681 466. 49 

R460 068. 75 

05/03/ 2009 

06 

/07/2009 

06 /07/ 2009 

4 km 

WARDl 

Thuthuka 

Access Road 

R811 929. 82 

R659 501. 40 

05/03/ 2009 

06 /07/2009 

30 /06/ 2009 

1.4 km 

WARD3 

Thembalesizwe 

Access Road 

R650 495. 00 


20 / 02 / 2008 

20 / 05 / 2008 

20 / 05 / 2008 

1 km 

WARD3 

Khomo Access 

Road 

R592 946. 44 

R491 129. 00 

04 / 12 / 2008 

28 / 02 / 

2009 

20 / 02 / 

2009 

1 km 

WARD5 

Sgxakagxakeni 
Access Road 

R984 026. 00 

R757 609. 80 

31 / 10 / 

2008 

31 / 01 / 2009 

31/01/ 

2009 

4 km 

WARD5 

Mansfield 

Access Road 

R1 490 165. 79 

R795 110. 00 

05/03/ 2009 

06 /07/ 2009 

31 /07/ 2009 

2 km 
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ACCESS ROADS DONE WITH MUNICIPAL GRADER 

WARD 1 

WARD 2 

WARD3 

WAR 

D 4 

WAR 

D 5 

ACCESS 

ROAD 

KM 

ACCESS 

ROAD 

KM 

ACCESS 

ROAD 

KM 

ACCESS 

ROAD 

KM 

ACCESS 

ROAD 

KM 

Ntande 

Access 

Road 

0.76 km 

Hlophe 

Access Road 

0.25 km 

Jamehlungwi 
Access Road 

1.5 km 

Brea 

Access 

Road 

l.lkm 

Zamani 

Access 

Road 

1 km 

Community 
Hall Access 

Road 

0.2 km 

Ndlela 

Access Road 

1 km 

Khandelisizwe 

Access Road 

1.3 km 

Nqabeni 

Access 

Road 

1 km 

Nkwanyana 

Access 

Road 

0.9 km 

Mshiywa 

Access 

Road 

1 km 

Ekuthuleni 

Access Road 

0.6 km 



Mfaz’ 

ogcwele 

Access 

Road 

1 km 

Mpatanisi 

Access 

Road 

0.7 km 

Bar to 

Nkunswana 

Access 

Road 

1.5 km 

Mshweshwe 

Access Road 

1 km 



Bathenjini 

Access 

Road 

1.5 km 

Mpofana 

Access 

Road 

0.5 km 

Mahlabathini 

Access 

Road 

1.2 km 

Nyawose 
Access Road 

1 km 





Myeza 

Access 

Road 

1 km 



Khalweni 

Access Road 

1.5 km 





Mthavuna 

Access 

road 

5 km 



Dwayisa 

1.75 km 
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Access 

Road 









2.1.2 Water Connections 


WARD 1 

WARD 2 

WARD3 

WARD4 

WARD5 

15 onsite water 
connections 

15 onsite water 
connections 

15 onsite water 
connections 

15 onsite water 
connections 

15 onsite water 
connections 


2.1.3 Sanitation 


WARD 1 

WARD 2 

WARD3 

WARD 4 

WARD 5 

250 VIP toilets 

230 VIP toilets 

500 VI P toilets 

250 VIP toilets 



2.2. Social and Local Economic Development Projects and Programmes with Impact to all Wards 

2.2.1 Social 

a) Construction of Ezinqoleni Library 

b) Construction of Ezinqoleni Taxi Rank 

c) Establishment of Ezinqoleni Youth Advisory Centre 

2.2.1.1 Free Basic Services 

a) 72 families benefited from the Indigent Burial Assistance 

b) 7156 free basic energy beneficiaries 

2.2.2. Local Economic Development 

a) Ezinqoleni Village Development 

b) Ezinqoleni Tea Project 
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2.2.3 Sport 


WARD 1 

WARD 2 

WARD 5 




Nolanga Sportfield 

Mshweshwe Sportfield 

Jabavu Sportfield 


2.2.4 Employment Opportunities Created 


Ward 1 

Ward 2 

Ward 3 

Ward 4 

Ward 5 

Total 

40 

6 

48 

37 

56 

187 


2.3 Building and Zoning plans 2008/2009 

During the 2007/2008 financial year Ezinqoleni Municipality did not have building and zoning plans, the municipality depended on the 
Department of Local Government and Traditional Affairs to perform its development administration matters. 

2.4 Revenue Collection 

During the 08/09 financial year, Ezinqoleni Municipality raised income from property rates. 
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CHAPTER 3: HUMAN RESOURCE AND OTHER ORGANISATIONAL MANAGEMENT 


3.1 GOVERNANCE 


3.1.1 Council And Subcommittees For 2008/09 



> i 

A I 

Cllr M A Mpisi 


CllrTMCele Cllr V E Mavundla Cllr N R Cele Cllr B O Ngcobo Cllr N R Gambushe 



Cllr M C Mbhele Cllr B S Cele Cllr S D Ngcobo 


3. 1.1.1 


Council 


Members: 

a) Cllr M.A Mpisi 

b) CllrB.SCele 

c) CllrT.MCele 

d) Cllr N.R Gambushe 

e) Cllr B.O Ngcobo 

f) Cllr M.C Mbhele 

g) Cllr S.D Ngcobo 

h) CllrN.RCele 


Mayor/ Chairperson 
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3.1. 1.2 


i) Cllr V.E Mavundla 

Housing Portfolio Committee 


MEMBERS: 


Chairperson 


a) Cllr M.A Mpisi 

b) Cllr B.S Cele 

c) CllrT.MCele 

d) Cllr N.R Gambushe 

e) Cllr B.O Ngcobo 

f) Cllr M.C Mbhele 

g) Cllr S.D Ngcobo 

h) CllrN.RCele 

i) Cllr V.E Mavundla 


3.1.1.3 Technical and Community Services Committee 


MEMBERS: 

a) CllrTMCele 

b) Cllr B.S Cele 

c) Cllr V.E Mavundla 

d) Cllr N.R Gambushe 


3.1.1.4 Governance And Administration Committee 


MEMBERS: 

a) Cllr M A Mpisi 

b) Cllr N.R Gambushe 

c) CllrT.MCele 

d) Cllr V.E Mavundla 


Chairperson 


Chairperson 
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3. 1.1. 5 Local Economic Development Committee 
MEMBERS: 

a) Cllr V E Mavundla Chairperson 

b) Cllr B S Cele 

c) Cllr V.E Mavundla 

d) CllrTMCele 

e) Cllr M.A Mpisi 

3.1. 1.6 Budget Monitoring and Evaluation Committee 
MEMBERS: 


a) Cllr B O Ngcobo 

b) Cllr B.S Cele 

c) Cllr V.E Mavundla 

d) CllrT.M. Cele 

e) Cllr N.R. Gambushe 


3.1.2. ATTENDANCE AT MEETINGS 
3.1.2. 1 Housing Committee 


Chairperson 


MONTH 

NO. OF ATTENDANCE 

PERCENTAGE 

July 2008 

5 

60% 

August 2008 

3 

40% 

September 2008 

3 

40% 

October 2008 

6 

70% 

November 2008 

6 

70% 
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February 2009 

6 

70% 

March 2009 

6 

70% 

June 2009 

6 

70% =" 

3.1.2.2 Technical And Community Services Committee 

MONTH 

NO. OF ATTENDANCES 

PERCENTAGE 

July 2008 

4 

90% 

August 2008 

4 

90% 

September 2008 

4 

90% 

October 2008 

4 

90% 

November 2008 

4 

90% 

February 2009 

4 

90% 

March 2009 

4 

90% 

May 2009 

4 

90% 

June 2009 

4 

90% 
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3.1.2.3 Governance And Administration Committee 


MONTH 

NO. OF ATTENDANCES 

PERCENTAGE 


May 2009 

4 

90% 


June 2009 

4 

90% 


3.1.2. 4 Led And Planning Committee 



MONTH 

NO. OF ATTENDANCES 

PERCENTAGE 


July 2008 

4 

90% 


September 2008 

4 

90% 


October 2008 

4 

90% 


November 2008 

4 

90% 


February 2009 

4 

90% 


May 2009 

4 

90% 


June 2009 

4 

90% 
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3.1.2.5 Budget Monitoring And Evaluation Committee 


MONTH 

NO. OF ATTENDANCES 

PERCENTAGE 

October 2008 

5 

100% 

January 2009 

5 

100% 

May 2009 

5 

100% 

3.1.2.6 Attendance Of Meetings By Each Councillor 


NAME OF COUNCILLOR 

TOTAL NUMBER OF 
MEETING IN THE YEAR 
UNDER REVIEW 

NO. OF MEETINGS 
ATTENDED BY EACH 
COUNCILLOR 

PERCENTAGE OF 

MEETINGS ATTENDED BY 
EACH COUNCILLOR 

Cllr M A Mpisi 

15 

12 

80% 

Cllr V E Mavundla 

24 

20 

83% 

Cllr S D Ngcobo 

7 

6 

86% 

CllrT M Cele 

24 

\ 22 

92% 

Cllr N R Cele 

7 

6 

86% 

Cllr N R Gambushe 

17 

17 , 

100% 

Cllr B S Cele 

23 

20 

87% 

Cllr B O Ngcobo 

16 

14 

88% 

Cllr M Mbhele 

14 

13 

93% 
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3.2 EZINQOLENI INTERNAL INSTITUTIONAL ARRANGEMENT 


The Municipality’s internal institutional arrangement constitutes five departments, namely: 

• The Office of the Municipal Manager 

• Corporate Services 

• Finance 

• Technical and Community Services 

3.2.1 Office of the Municipal Manager 


The Office of the Municipal Manager consists of six personnel: the Director: Corporate Services; Chief Financial Officer; Director 
Technical Services; Manager: Strategic Planning; Communications Officer and the PA to the Municipal Manager 


Designation 

Duties 

Level of Education 

Status of Position 





Director: Corporate Services 

Managing Corporate Services 

Professional 

Filled 

Chief Financial Officer 

Financial Management 

Professional 

Filled 

Director: Technical Services 

Management and directing the 
Technical Department 

Professional 

Filled 

Director: Protection Services 

Management of the Protection 
Services Department 

Professional 

Filled 

Manager: Strategic Planning 

• Integrated Development 
Planning 

• Performance Management 
System 

• Local Economic 
Development 

• Environmental Planning 

• Land and Development 
Administration 

• GIS 

Professional 

Filled 

Communications Officer 

• Corporate 

communications and 
events and general 
marketing and 

• Professional 

Filled 
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maintenance of the profile 
of the municipality 




3.2.2 Corporate Services 

The Corporate Services Department is constituted by 10 personnel: 


Designation 

Level of Education 

Status of Position 






Administration Officer 

Professional 

Filled 


Human Resources Officer 

Professional 

Filled 


2x Committee Clerks 

Professional 

Filled 


Receptionist 

Skilled 

Filled 


Committee Officer 

Professional 

Filled 


General Administrative 
Assistant 

Professional 

Filled 


Senior Office Attendant 

unskilled 

Vacant 


2 x Registry Clerk 

Professional 

Filled 


General Assistant 

Unskilled 

Filled 


Translator/ Interpreter 

Professional 

Vacant 



3.2.3 Technical and Community Services 


The Technical and Community Services Department is constituted by the following personnel, functions and level of education: 


Designation Level of Education Status of Position 


Community Development 
Officer 

Professional 

Filled 

1 x Technical Assistant 

Professional 

Filled 

Librarian 

Professional 

Filled 

Assistant Librarian 

Professional 

Filled 

Part-time Librarian 

Professional 

Filled 

Tractor Driver 

Skilled 

Filled 

Grader Driver 

Skilled 

Filled 
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Assistant Tractor Driver 

Unskilled 

Filled 

Assistant Grader Driver 

Unskilled 

Filled 

ISD Officer 

Professional 

Filled 


3.2.4 Finance 


The Finance Department is constituted by the following personnel, functions and level of education: 


Chief Financial Officer 


Professional 

Filled 

Finance Officer 

Treasury and Budget 

Professional 

Filled 

Accountant 

Salaries and Financial Control 

Professional 

Filled 

Finance Clerk 

Clerical duties 

Professional 

Filled 

5 x Finance Management 
Interns 

Financial Management in all 
levels 

Young Professionals 

Filled 

3.2.5 Protection Services 




The Protection Services Department is constituted by the following personnel, functions and level of education: 

Designation 

Duties 

Level of Education 

Status of Position 


Superintendent 


Professional 

Vacant 

3 X Traffic Officers 

Traffic Management 

Professional 

Filled 


3.2.6 Numerical Breakdown of Employees per Department 


Department Number of Employees Vacancies 

Office of the Municipal Manager 6 0 

Corporate Services 10 lx lnterpreter& 1 x 

Superintendant 

Finance 6 0 

Technical and Community Services 10 0 
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Protection Services 

4 

2 x Traffic Wardens 


3.2.7 Personnel Expenditure 


08/09 07/08 . 06/07 


R6, 134,639 R4, 308, 460 w R7, 534, 335 


3.3 ARREARS OWED TO THE MUNICIPALITY BY STAFF/COUNCILLORS/ DIRECTORS 

The municipality subscribes to the Municipal Finance Management Act’s prescriptive that municipalities are not allowed to 
lend monies to its employees or councilors. The municipality is therefore not owed by any of its staff members; Councillors or 
Directors. 


3.4 DISCLOSURE CONCERNING COUNCILLORS, DIRECTORS AND SENIOR OFFICIALS 


June 2009 


TITLE 

SALARY 

HOUSING 

CAR 

TELEPHONE 

SUNDRY 

co. 

TOTAL 

ANNUAL 




ALLOWANCE 



CONTR. 


COST 

MUNICIPAL MANAGER 

29,208.04 

8,600.00 

10,800.00 

0.00 

0.00 

571.11 

49,179.15 

590,149.80 

C.F.O 

18,276.92 

7,000.00 

9,000.00 

0.00 

0.00 

1,823.08 

36,100.00 

433,200.00 

DIRECTOR: COPORATE 
SERVICES 

18,155.22 

5,000.00 

10,000.00 

0.00 

2,500.00 

444.78 

36,100.00 

433,200.00 

DIRECTOR: TECHNICAL 

19,476.92 

5,686.00 

10,500.00 

0.00 

0.00 

437.08 

36,100.00 

433,200.00 


SERVICES 


MAYOR 26,133.96 0.00 10,118.33 1,332.00 0.00 4,219.08 41,803.37 501,640.44 

COUNCILLOR 7,838.67 0.00 3,035.50 831.00 0.00 1,267.64 12,972.81 155,673.72 
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3.5 PENSION AND MEDICAL AID FUNDS 


Name of Pension Fund 

Number of Members 

Name of Medical Funds 

Number of Members 





NJM Pension Fund 

30 

Bonitas Medical Fund 

13 

Councilors Pension Fund 

8 

Global Health Medical Fund 

2 


CHAPTER 4: AUDITED STATEMENTS AND RELATED FINANCIAL INFORMATION 
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4.1 AUDIT COMMITTEE CHAIRPERSON’S REPORT 

We are pleased to present our report for the financial year ended 30 June 2009. 

4.1.1 Audit Committee Members and Attendance 

In terms of the Municipal Finance Management Act (MFMA) and the Ezinqoleni Municipality’s Audit Charter, the Audit Committee 
must consist of five members, three of whom must be external independent members. None of the members may be councillors. 

The Audit Committee consists of the members listed hereunder and meets at least four times per year as per its approved Charter. 
During the year under review the mandatory quarterly meetings and three special meetings were held. 



Number of 

Member 

Meetings 

attended 

Mr Anil Ramnath (Chairperson) A 

7/7 

Mr David Parry A 

7/7 

Mr Silas Hlophe 2 ' A 

3/7 

Mrs N Mqadi B 

5/7 

Mr B Cele c 

7/7 

/\ 

External member 

g 

Municipal Manager 

Q 

Chief Financial Officer 


4.1.2 Audit Committee’s 
Responsibilities 
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The Audit Committee’s responsibilities are outlined in section 166(2)(b) of the Municipal Finance Management Act (No 56 of 2003). 
The Audit Committee has adopted appropriate formal Terms of Reference as its Audit Committee Charter, has regulated its affairs in 
compliance with this Charter and has discharged all its responsibilities as contained therein. 

A summary of the Audit Committee’s responsibilities in terms of the foregoing Act and its Charter is that it is responsible for, among 
other things, the following: 

£ Auditors and external audit: 

Discuss and review with external auditors, inter alia, 

* the nature and scope of the audit function; 

S agreeing to the timing and nature of reports from the external auditors; 

« considering any problems identified in the municipality as a going concern; 

9 review the Auditor-General’s management letter and management response; and 

- meeting the Auditor-General at least annually to ensure that there are no unresolved issues of concern. 

§ Annual Financial Statements 

- review and discuss the unaudited annual financial statements with the Accounting Officer prior to presentation of the 
foregoing financial statements for audit together with recommendations, if any, regarding amendments to the said 
statements; 

$ review and discuss with the Auditor-General and the Accounting Officer, the audited annual financial statements to be 
included in the Annual Report; 

« review significant adjustments resulting from the audit; 

« review effectiveness of the internal audit; 

- review risk areas of the operations to be covered in the scope of the internal and external audits; and 

I review the adequacy, reliability and accuracy of the financial information provided to management and other users of such 
information. 


g Internal Control and Internal Audit 


The monitoring and supervising of the effective function of the internal audit including; 
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• evaluating performance, independence and effectiveness of internal audit and external service providers through internal 
audit; 

I review the effectiveness of the internal controls and to consider the most appropriate system for the effective operation of 
its business; 

initiating investigations within its scope e.g. employee fraud, misconduct or conflict of interest. 

$ Ethics 

Reviewing the effectiveness of mechanisms for the identification and reporting of: 

8 any material violations of ethical conduct of councillors and municipal staff; 

8 compliance with laws and regulations; and 

• environmental and social issues. 

$ Compliance 

8 carrying out investigations into financial affairs as Council may request; 

I reviewing the effectiveness of mechanisms for the identification and reporting of: 

« compliance with laws and regulations; and 
S the findings of regulatory bodies or audit observations. 

The Audit Committee is satisfied that, it has complied with its responsibilities and has discharged them properly and efficiently. 

4.1.3 The Effectiveness of Internal Controls 

The system of controls is designed to provide cost effective assurance that assets are safeguarded and that liabilities and working 
capital are efficiently managed. In line with the MFMA and the King II Report on Corporate Governance requirements, Internal Audit 
provides the Audit Committee and management with assurance that the internal controls are appropriate and effective. This is 
achieved by means of the risk management process, as well as the identification of corrective actions and suggested enhancements 
to the controls and processes. 

The Audit Committee has noted that the risk based audit plan that had been implemented during the year has been completed 
satisfactorily, subject to further comments regarding internal control in paragraph 5 below. 
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The Audit Committee has also noted the various items, which the Auditor-General had listed as impacting on the internal controls 
and on his overall audit opinion. 

The Audit Committee is of the opinion, based on the information and explanations given by Management, Internal Audit Services and 
discussions with the Auditor-General on the result of their audit, that the internal accounting controls have not been fully effective and 
adequate to ensure that the financial records may be relied upon for preparing the annual financial statements, and accountability for 
assets and liabilities is maintained. 

The Audit Committee would like to draw attention to the Auditor-General’s report which has been brought to its attention which 
indicates that there are serious weaknesses in the functioning of controls, procedures and systems during the year under review. The 
Audit Committee has noted with concern the issues raised in the audit report released by the Auditor-General. To ensure satisfactory 
and timely resolution of the issues raised, the Audit Committee will monitor corrective progress regularly. 

4.1.4 The Quality In Year Management And Monthly/Quarterly Report Submitted In Terms Of The MFMA 

The Audit Committee has not received and reviewed certain performance management reports and is unable to comment on the 
content and quality of these monthly and quarterly reports. 

Except for the foregoing reports, the Audit Committee is satisfied with the content and quality of monthly and quarterly reports 
prepared and issued by the Accounting Officer and management during the year under review. 

4.1.5 Internal Audit Function 

During the year under review, an audit plan was prepared based on the Annual Risk Assessment. The following is a list of projects 
undertaken by Internal Audit, arising from the risk assessment: 

8 Procure to Pay 
8 Fleet Management 
£ Financial Statement Close Process 
£ MFMA Compliance Review 

« Performance Management System Review 1 & 2 (Six-monthly Reviews) 

£ Follow up Reviews (HR & Payroll, Cash Flow Management, and Financial Statement Close Process) 
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All reports and assignments are followed up by Internal Audit and the Audit Committee to ensure that the proposed management 
actions have been implemented. This action is necessary to ensure that management does not temporise Audit Committee and 
Council. 

Further, assignments of the past four years will be compared and management will be accountable where no progress in reducing 
risk was made with repeat assignments, especially where, in the opinion of the Audit Committee, the audit risk remained high and 
could have been reduced. 

The Audit Committee is satisfied with the performance of the Internal Audit Function and reports that all the projects have been 
completed by the end of the financial year. 

The Audit Committee is not satisfied with the internal controls in place and it is of the opinion that more emphasis must be placed on 
internal control as this function is not being managed properly. An urgent programme must be implemented in this department by 
employing more resources and qualified personnel. Whilst a risk based audit programme is currently being implemented, it is not 
effective. Only a small proportion of risk areas are covered in a three year cycle. Our recommendation is for management to place 
priority in this process to cover all high risk areas, as soon as possible. We are of the opinion that such steps will rectify the 
problems in internal audit and assist management, external audit and the municipality as a whole. 

Another area of concern is the Finance Department and the Audit Committee is of the opinion that the management of this 
department should be strengthened as a matter or urgency. It is crucial and critical that this department functions optimally at all 
times, and that the information and reports provided are accurate, reliable and timeous for all users of financial information, 
especially management. 


4.1.6 Evaluation of Financial Statements 


The Audit Committee has: 
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« reviewed and discussed with the Auditor-General and the Accounting Officer the audited annual financial statements to be 
included in the Annual Report; 

* reviewed the Auditor-General's management letter and management responses; 

« reviewed the accounting policies and practices; 

« reviewed significant adjustments resulting from the audit; 

8 evaluated the audited annual financial statements to be included in the Annual Report and, based on the information 
provided to the Audit Committee, considered that the said statements comply in all material respects with the requirements of 
the MFMA and Treasury Regulations as well as South African Statements of Generally Accepted Accounting Practice 
(GAAP) and certain statements of Generally Recognised Accounting Practice (GRAP) and statements of Generally Accepted 
Municipal Accounting Practice (GAMAP); and 

• reviewed the particulars of the management action plan in response to the issues raised by the Auditor-General in his report. 

The Audit Committee concurs and accepts the conclusions of the Auditor-General on the annual financial statements and is of the 
opinion that the audited annual financial statements be accepted and read together with the report of the Auditor-General. 


The Audit Committee notes with concern the disclaimer of opinion, the matters listed in “Other matters” and the audit findings in 
respect of performance information in the Report of the Auditor-General. 

We also note the particulars of the management action plan in response to the issues raised by the Auditor-General in his report. 
However, we are of the opinion that unless the matters referred to in paragraph 5 above are not implemented, management will not 
be able to complete its action plan. 

4.1.7 Appreciation 

I would like to thank my colleagues for making themselves available to serve on this Committee and for the significant contributions 
that they have made. 

As an Audit Committee, we rely to a great extent on the Ugu District Municipality’s Manager: Internal Audit - Shared Services and his 
staff in the Internal Audit Department for their support and assistance and, in particular, for the role they continue to play in improving 
the accounting and internal auditing systems and controls at Ezinqoleni Municipality. We are indebted to them for their cooperation 
and assistance. 
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We are also grateful to the Chief Financial Officer, the Auditor-General, and all other invitees to our meetings, including the external 
service providers, all of whom provided invaluable information to the Committee. 

Mr Anil Ramnath 

Chairperson: Ezinqoleni Municipality Audit Committee 
9 September 2009 


4.2 EZINQOLENI AUDIT REPORT 

NB: The audit report will be available pending the completion of auditing of 08/09 financial statements by the Auditor 
General. 


4.3 EZINQOLENI FINANCIAL STATEMENTS 
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Approval of annual financial statements 
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I am responsible for the preparation of these annual financial statements, which are set out on pages 5 to 25, in terms of Section 126(1) of 
the Municipal Finance Management Act and which I have signed on behalf ofthe municipality. 


I certify that the salaries, allowances and benefits of Councillors as disclosed in note 23 of these annual financial statements are within the 
upper limits of the framework envisaged in section 219 of the Constitution, read with the Remuneration of Public Office Bearers Act and the 
Minister of Provincial and Local Government's determination in accordance with this Act. 


MAYOR'S FOREWORD FOR THE YEAR ENDED 30 JUNE 2009 
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During the 2008/2009 financial year, Ezinqoleni Municipality was working under pressure to ensure that the audit 
outcome changes for the better. The municipality was facing more developmental challenges which was 
accompanied by past poor audit outcome. 

We have planned to meet the challenges through enhancing service delivery to the people of Ezinqoleni 
Municipality, which we have achieved successfully. The municipality managed to build a number of roads where 
there were no roads at all, through the assistance of the Municipal Infrastructural Grant (MIG). We used our own 
grader to maintain some of the access roads and pile the gravel and employ local people to maintain those access 
roads. 


Working together with the Ugu District Municipality, people have now access to the clean water, proper sanitation 
and construction of community facilities like sport fields, community halls and town rehabilitation programme 

We have been assisted by the Provincial Treasury, Municipal Support Programme unit, in the GRAP Conversion 
Initiative where they have employed PricewaterhouseCoopers (PwC) to initiate this process. They were expected to 
clean up our financials in order for them to be able to have their opening balances correct for their task in 2010. 


In terms of IDP, Budget and PMS, the municipality has managed to achieve alignment between the three 
documents. 

I wish to thank councillors, staff, Ugu District Municipality, Provincial Treasury, Department of Local Government 
and Traditional Affairs, service providers and other role players for their united commitment to the Ezinqoleni 
Municipality during the financial year ended and hope that they will continue to commit themselves to the 
betterment of the lives of our people. 

I thank you 


Cllr M.A.MPISI 

HIS WORSHIP THE MAYOR: EZINQOLENI MUNICIPALITY 
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REPORT OF THE CHIEF FINANCIAL OFFICER FOR THE YEAR ENDED 30 JUNE 2009 


It gives me a great pleasure to present the financial position of Ezinqoleni Municipality at 30 June 2009 and the results of its 
operations and cash flows for the year then ended. 

The Balance sheet at 30 June 2009 reflects reserves amounting to R7 734 418. Reserves amounting to R3 929 887 are not 
cash backed and are therefore not available for any expenditure. This has been inherited from prior periods and the 
Municipality Management is trying to come up with ways to deal with this issue. The Municipality still has cash flow problems 
but managements hopes to change the accumulated loss situation in future. 

The Municipality has made call accounts short term investments in this financial year, which have resulted in interest earned 
of R200 006. This is a slight improvement compared to prior years. Our bank balances have also increased compared to 
prior years as we come from overdrafts. The increase in creditors mainly due to the accruals. 


OPERATING RESULTS 

2009 

2009 


% 


Actual 

Budget 

Difference 

Difference 


R 

R 



Income 





Grants and subsidies 

12,504,879 

14,158,067 

-1,653,188 

-13% 

Property rates 

151,555 

10,000 

141,555 

93% 

Rental Income 

7,281 

7,000 

281 

4% 

Sundry Income 

37,281 

- 

37,281 

100% 

Traffic Fines 

90,653 

100,000 

-9,347 

-10% 

Learners applications 

48,285 

48,400 

-115 

0% 


12,839,934 

14,323,467 

(1,483,533) 



Expenditure 
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Salaries, wages and allowances 

6,134,639 

5,726,041 

408,598 

7% 


General expenses & grant expenditure 

4,862,246 

8,459,133 

-3,596,887 

-74% 

N3 

Repairs and maintenance 

118,773 

113,000 

5,773 

5% 


Council's general 

1,750,667 

1,747,074 

3,593 

0% 


Capital charges 

264,145 

269,991 

-5,845 

-2% 


Contributions to fixed assets 

32,418 

- 

32,418 

100% 

N4 

Contributions to leave pay 

88,056 

384,733 

-296,676 

-337% 

N5 


13,250,945 

16,699,972 

3,449,027 




Net (deficit) for the year (411,011) (2,376,505) 


There was budgeted vat recovery of R2 415 983 relating to prior periods and this financial year, the receipts from SARS 
amounted to R 2 681 981, and R1 667 773 relates to the prior year. 

Explanations of significant variances are as follows: 

N1 - Operating grants received are accounted for in reserves and only transferred to income when a matching expense is 
incurred. 

N2 - First year implementation of the Muncipal Property Rates Act. 

N3 - Expenditure was monitored in order to reduce the budgeted for deficit. 

N4 - Assets funded from Equitable Share were not budgeted for seperately but included under the General expenses 
budget. 

N5 - Contribution is based on actual leave balances due at year end which where less than budgeted for. 


PRIOR YEAR ERRORS 


Ezinqoleni 08/09 Annual Report 


Page 38 



EZINQOLENI 08/09 ANNUAL REPORT 


It should be noted that prior year figures have been restated due to fundamental and pervasive errors , for details refer to 
note 32. 


CAPITAL EXPENDITURE 

ASSET CATEGORY 


Computer Equipment 

402,838 

Office Equipment 

93,457 

Plant and Machinery 

17,938 

Land and Buildings 

3,646,527 

Access Roads 

5,060,087 


TOTAL CAPITAL EXPENDITURE 9,220,847 9,400,865 180,018 2% 


A complete analysis of capital expenditure (budgeted and actual) per department, classification or service is 
included in appendix C. 

POST BALANCE SHEET EVENTS AND CONTINGENT LIABILITIES 

No material items and/or events, pertaining to the 2008/2009 financial year have occurred subsequent to balance 
sheet date that warrants reporting on. 

GENERAL 
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There are three employees in the traffic department suspended for the whole twelve month period pending the 
investigation by the Department of Transport, in the period of suspension these employees were paid a full salaries. 
The report is now ready for the municipality to start the process of prosecuting the matter. 

EXPRESSION OF APPRECIATION 

I am grateful to the Mayor, members of Council, the Municipal Manager and staff for their encouragement and 
support, given during the course of the 2008/2009 financial year. 
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ACCOUNTING POLICIES 

1. Basis of Presentation 

These financial statements have been prepared so as to conform to the standards laid down by the Institute of Municipal Treasurers 
and Accountants in its Code of Practice (1997) and the Report on Published Annual Financial Statements( Second edition January 1996) 

The financial statements are prepared on the historical cost basis, adjusted for fixed assets as more fully detailed in paragraph 
two below. 

The financial statements are prepared on the accrual basis as stated: 

- Income is accrued when measurable and available to finance operations. Certain direct income is accrued when received, such as 
traffic fines . 

- Expenditure is accrued in the year it is incurred. 

2. Fixed Assets 
Fixed Assets are stated: 

- at historical cost, or 

- at valuation (based on the market price at the date of acquisition) where assets have been acquired by grant or donation. 

- while they are in existence and fit for use, except in the case of bulk assets which are written off at the end of their estimated life as 
determined by the Chief Financial Officer. 

Depreciation: 

The balance shown against the heading 'Loans Redeemed and Other Capital Receipts' in the notes to the balance sheet is tantamount 
to a 

provision for depreciation, however, certain structural differences do exist. By way of this 'Provision' assets are written down over their 
estimated 

useful life. Apart from the various council funds, assets may also be acquired through: 

Appropriations from income , where the full cost of the asset forms an immediate and direct charge against the operating income, and 
therefore it is unnecessary to make any further provision for depreciation. 
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Grant or donation, where the amount representing the value of such grant or donation is immediately credited to the 'Loans Redeemed 
and Other 

Capital Receipts' account 

Fixed assets are financed from different sources, including external loans, operating income and grants. These loans and advances are 
repaid 

within the estimated lives of the assets acquired from such loans or advances. 

3. Reserves 

Reserves are created for all conditional grants. These reserves detail the expenditure, contributions and unspent amounts for the 
accounting period. 

4. Retirement Benefits 

Ezinqoleni Municipality employees contribute to the Natal Joint Municipal Pension Fund and its councillors contribute to the Municipal 
Councillors 

Pension Fund which provides retirement benefits to such employees and councillors. 

The retirement benefit plan is subject to the Pension Funds Act, 1956, with pensions being calculated on the final pensionable 
remuneration paid. 

Current contributions are charged against operating income on the basis of current service costs. Unfavourable experience adjustments 
and the 

cost of securing increased benefits are written off over the lesser of the remaining period of service of employees or five years. 
Favourable experience adjustments are retained in the retirement benefit plan. 

Full actuarial valuations are performed at least every three years . 


5. Investments 

Investments are shown at the lower of cost or market value if a permanent decline in the value occurred. 
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ACCOUNTING POLICIES 

6. Provisions 

Certain provisions have been established where required, or considered necessary, and these include- 

Leave pay provision 

Provisions are recognised when the municipality has a present obligation as a result of past events and it is probable that this will 

result in an outflow of economic benefits that can be estimated reliably. Provision for staff leave represent a sum of the present obligation by 

Municipality in respect of leave due and payable at year end. 

Bad Debts Provision. 

Provision for bad debts is raised to meet the likely non-payment for services consumer debtors. 

7. Leased assets 

Fixed assets held under finance leases are capitalised . Such assets are effectively amortised over the term of the lease agreement. 

Lease finance charges are allocated to accounting periods over the duration of the leases, by the effective interest rate method, which reflect: 
extent and the cost of the finance lease utilised in each accounting period. 

All other leases are treated as operating leases and the relevant rentals are charged the operating account in a systematic manner related 
to the period of use of the assets concerned. 

8. Income recognition 
Assessment Rates 
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Ezinqoleni municipality applies differential rating system based on the use of property. The rates levied are based on the properties 
value of the property. 

Ezinqoleni municipality complied with the Municipal Property Rates Act (S 21) in respect of the compulsory phasing in of certain rates, 
hence the 75% phasing discount was applied . 


BALANCE SHEET AT 30 JUNE 2009 
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Reserves 

Accumulated deficit 
Long term liabilities 


EMPLOYMENT OF CAPITAL 
Fixed assets 


Net current assets 
Current assets 

Debtors 

Short term investments 
Cash and bank 

Current liabilities 

Current portion of the long term 
liability 
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Note 


1 

10 

2 


5 

4 

24 


2009 

R 


7,734,417 

(4,617,656) 

397,894 

3,514,655 


605,716 


2,908,939 


4,461,587 


1,552,648 


207,822 


2008 

R 


6,622,564 

(5,893,207) 

281,102 


1,010,459 


411,014 


599,445 


1,038,271 


657,057 


25,678 

1 , 505,493 


- 

2 , 299,037 


1 , 012,593 


438,826 


129,912 
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Creditors 

Provisions 


7 

6 



1 , 172,094 

172,732 


208,143 

100,771 





3,514,655 


INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 
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2008 

2008 

2008 


2009 

2009 

2009 

2009 

Actual 

Actual 

Surplus/ 


Actual 

Actual 

Surplus/ 

Budget 

income 

expenditure 

Deficit 


income 

expenditure 

deficit 

surplus/ 

deficit 

R 

R 

R 


R 

R 

R 

R 


11,452,485 


RATE AND GENERAL SERVICES 


11,433,842 18,643 


18,643 


603,329 


621,972 

(6,515,179) 

(5,893,207) 


General 

Total 

Appropriations for the year 


12,839,934 13,250,946 


12,839,934 13,250,946 


10 


Net surplus for the year 
Accumulated deficit at beginning of year 

Accumulated deficit at end of year 


(411,012) (2,376,5 


(411,012) (2,376,5 


1,686,563 

1,275,551 

(5,893,207) 

(4,617,656) 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 
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Note 2009 2008 

R R 


CASH RETAINED FROM OPERATING 

ACTIVITIES 12,179,389 6,200,158 


Cash generated by 
operations 

Investment 

12 

1,767,451 


497,902 

income 


200,006 


- 

(Increase) /decrease in working 
capital 

13 

209,196 


(223,093) 



2,176,653 


274,809 

LESS : External interest 
paid 


97,541 


84,721 

Cash available from (utilised by) 
operations 


2,079,112 


190,088 

Net cash contributed from the public and 
State 


10,100,277 


6,010,070 


CASH UTILISED IN INVESTING 
ACTIVITIES 


Investment in fixed assets (9,582,153) (3,813,136) 


NET CASH FLOW 2,597,236 2,387,022 


CASH EFFECTS OF FINANCING 
ACTIVITIES 
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lncrease/(decrease) in 
loans 

long-term 

14 

194,702 

(127,594) 

(Increase) in cash 
investments 


15 

(1,505,494) 

_ 

(Increase) in bank and 

cash 

16 

(1,286,444) 

(2,259,428) 


(2,597,236) (2,387,022) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 
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1. Reserves 

Reserves consist of : 

Violence Damaged Houses 

Interim Integrated Development Plan 

Governance Grant 

Establishment Grant 

Integrated Development Plan 

Local Government Transition Fund 

Planning Support Grant 

Municipal GIS Programme 

Municipal Systems Improvement grant 

Capacity Building Mechanism- Development Plan 

Financial Management Grant (FMG) 

Municipal Assistance Programme (MAP) 
Municipal Infrastructure Grant 
Waste Management 
National Lottery grant 
Access Road Maintenance 
Financial Management Grant (FMG) 

Home Owners Ploughing 
Library 

CDW Learnership 
Umsobomvu YAC 

(Refer to appendix A for more detail) 

2. Long term liabilities 
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Lease Commitments 

Less : Current portion transferred to current liabilities 
(Refer to appendix B for more details) 

3. Fixed assets 

Fixed assets at the beginning of the year 
Capital expenditure during the year 
Less : Assets written off, transferred or disposed of during the year 

Prior year adjustment - assets disposed of 

Prior year adjustment - assets previously not recognised 

Total fixed assets 

Less : Loans Redeemed and Other Capital Receipts 
Net fixed assets 

(Refer to appendix C for more details) 

4. Short Term Investments 

First National Bank 

Conditional Grant Investment (call account) 

National Lottery Grant Investment (call account) 

No investments were written off during the year 

No investments have been pledged as security for any funding 
facilities of the council 

5. Debtors 

Property rates 
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Sundry debtors 
Deposit 

Accrued interest 
VAT 

Less : Provision for doubtful debts 

6. Provisions 

Leave provision 

7. Creditors 

Trade creditors 
Other 

8. Assessment Rates 

Residential 

Commercial : Agriculture only 
: Industry 

: Agriculture and commercial 

Valuation on properties was performed and approved on 27 June 2008 and it came into effect for the first time on 1 July 2008. 

9. Finance transactions 

Total interest earned or paid: 

Interest earned 
Interest paid 

Capital charges debited to operating account: 
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Interest : External 
Redemption : External 

10. Appropriations 

Appropriation account 

Accumulated (deficit) at the beginning of the year 
Operating (deficit)/surplus for the year 
Appropriations for the year : 

Prior year adjustments 

Accumulated (deficit) at the end of the year 

Operating account 
Capital expenditure 
Contributions to: 

Doubtful debt provision 
Leave provision 

11. Prior year adjustments 

Adjustment in 

Previous years' operating transactions 

Write off of Learners Revenue stolen in prior years 
Prior years input VAT refunded by SARS 
VAT Adjustment 

Write off of irrecoverable sundry debtors 

Prepaid expenses 

Reversal of stale cheques 

Reversal of Home Owners Ploughing Reserve 

Leave pay provision 
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MFMA grant expenditure relating to capital assets 

12. Cash generated by operations 

(Deficit)/surplus for the year 

Adjustments in respect of: 

Previous years' operating transactions 

Appropriations charged against income: 
Provisions 
Fixed Assets 

Capital charges: 

Interest paid 

- on external funds 
Redemption: 

- of external leases 


Non-operating expenditure: 

Charged against Provisions 

13. (Increase)/decrease in working capital 

(Increase) in debtors 
lncrease/(decrease) in creditors 

14. Increase/(decrease) in long-term loans (external) 

Increase in loans 
Decrease in loans 
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15. (Increase)/decrease in external cash investments 

Decrease in investments 
Increase in investments 

16. (Increase)/decrease in bank and cash 

Cash balance at the beginning of the year 
Less : Cash balance at the end of the year 

17. Grant expenditure 

Grant operating expenditure consists of : 

Financial Management Grant 

Municipal Assistance Programme Grant 

National lottery grant 

Waste Management 

Access road maintenance 

Umsobomvu YAC 

CDW Leanership 

Municipal structure improvement grant 
Capacity Support Grant Grant 
Capacity Building Mechanism Grant 

18. Capital commitments 

Commitments in respect of capital expenditure: 

- Approved and contracted for 

- Approved but not yet contracted for 

This expenditure will be financed from: 
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- External sources 

Grants and subsidies 

19. Capital Development Fund 

The municipality does not contribute towards a Capital Development Fund. 

20. Related party transactions 

There were no related party transactions. 

21. Retirement benefits 

The results of the last interim actuarial valuation of the Natal Joint Municipal Provident Fund which covered a twelve month 
period to 31 March 2008 revealed that the fund had a small deficit of R3 247 000 .This is a feature of the smoothed bonus 
policy followed by the fund. This shortfall will be taken into account in determining future charges, which will be met by 
increased employer contributions in future. 

The fund is certified as sound and assets are appropriate given the liabilities. 

22. Remuneration of senior managers 

Municipal Manager 

Basic Salary 
Car allowance 
Backpay 
Housing 
Other Benefits 


Chief Financial Officer 

Basic Salary 
Car allowance 
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Medical Aid 
Backpay 
Housing 
Other Benefits 

Director :Technical Services 

Basic Salary 
Car allowance 
Backpay 
Housing 
Other Benefits 


Director: Corporate Services 

Basic Salary 
Car allowance 
Backpay 
Housing 
Other Benefits 

23. Councillors' Remuneration 

Mayor 

Basic Salary 
Car allowance 
Company contributions 
Backpay 
Other Benefits 


Councillors 

Basic Salary 
Car allowance 


Ezinqoleni 08/09 Annual Report 


Page 57 



EZINQOLENI 08/09 ANNUAL REPORT 


Company contributions 

Backpay 

Other Benefits 


24. Bank and overdraft balances 

The Municipality has the following bank account: 

First National Bank - Port Shepstone 
Account Nunnber 620 2494 3153 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

25. PAYE and UIF 

Opening balance 
Currentyear payroll deductions 
Amount paid - current year 
Balance unpaid (included in creditors) 

26. Pension and Medical Aid Deductions 

Opening balance 

Currentyear payroll deductions and Council 

Amount paid - current year 

Balance unpaid (included in creditors) 

27. Councillor’s arrear consumer accounts 
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No Councillors had arrear accounts outstanding for more than 90 days at year end or during the 2008/09 financial year. 


28. Audit fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous years 
Balance unpaid (included in creditors) 

29. Value Added Tax (VAT) 

VAT refunds received for the year 
VAT paid for the year 

VAT inputs receivables and VAT outputs receivables are shown in note 5. 
All VAT returns have been submitted throughout the year. 

30. Municipal Entities 

There are no municipal entities in existence at reporting date 

31. Unauthorised, Irregular, Fruitless and Wasteful expenditure 

31.1 Unauthorised expenditure 

There were no unauthorised expenditure 

31.2 Fruitless and wasteful expenditure 
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There was no fruitless or wasteful expenditure 

31.3 Irregular expenditure 

Reconciliation of irregular expenditure 
Opening balance 

Irregular expenditure for the current year 

Approved /condoned by Council 

Transfer to receivables for recovery - not condoned 



Incident 


Action 


Supply chain management deviations - Insurance contract 
extension 


In view of the need to protect the councils interest , it was deemed neces ,ary ti 
municipality insurers for one year. This was ratified by council resolution n 26 


32. Correction of errors 

The comparatives for 2008/09 have been restated to correct differences between the prior year annual financial 
statements and the general ledger as at 30 June 2008. In addition certain corrections have been made to correct the 
prior year amounts as per the general ledger as detailed below: 

Income Statement 


Income 
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32.1 Grants and Subsidies 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustments to correct misstatements 

Restated 

The error arose as a result of conditional grants received during the year being recorded as revenue and 
capital expenditure funded by grants being recognised as revenue. 

Expenditure 

32.2 Salaries, wages and allowances 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment - expenditure funded by grants 
Adjustment - Councillor Allowance 

Restated 


The error arose as classification errors between salaries, wages and allowances and other categories of expenditure. 

32.3 General expenses 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment 

Restated 

The error arose as a result of incorrect classification between general expenses and grant expenditure and 
an expense relating to an asset being recorded as an operating expense. 
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32.4 Repairs and maintenance 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Restated 


The error arose as a result of assets being incorrectly classified as repairs and maintenance. 

32.5 Council's general 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment - Councillor Allowances reflected under salaries 
Restated 

The error arose as a result of a classification error between salaries, wages and allowances and council's general expenditure 

32.6 Grant Expenditure 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment - expenditure reflected under salaries 
Adjustment - expenditure relating to assets 

Restated 

The error arose as a result of incorrect classification between grant expenditure and general expenses/salaries, 
wages and allowances and grant expenditure relating to assets being recorded as operating expenses. 


Ezinqoleni 08/09 Annual Report 


Page 62 



EZINQOLENI 08/09 ANNUAL REPORT 


Balance Sheet 

32.7 Reserves 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 

Adjustment 

Restated 


The error arose as a result of grant receipts and expenditure being incorrectly treated. 

32.8 Accumulated Deficit 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment 

Restated 

All adjustments that affected the income statement resulted in an adjustment to the appropriation account. 

32.9 Long term liabilities 

Previously reported 
Adjustment 

Restated 

The error arose as a result the two vehicles that were sent back to Toyota during the 2007/08 financial year not being 
excluded from the lease liability. 

Fixed assets at cost 
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32.10 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment 

Restated 

The error arose as a result of expenditure relating to fixed assets not being recorded in the general ledger. 

32.11 Loans Redeemed and Other Capital Receipts 

Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment - asset additions funded by grants 
Adjustment - leased assets returned to lessor 

Restated 

The error arose as a result of the funding of fixed asset additions and leased assets returned not being recorded under 
other capital receipts. 

33 Contingent liabilities/assets 

There are no contingent liabilities or assets that the Municipality management is aware of at year end. 


APPENDIX A: RESERVES AND PROVISIONS 
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Balance at 
30/06/2008 

Contributions 
during 
the year 

Interest on 
investments 

Capital 
Expenditure 
during 
the year 

Operating 
Expenditure 
during 
the year 

Balance at 
30/06/2009 

R 

R 

R 

R 

R 

R 


Reserves 


Violence Damaged Houses 

274,865 

- 

- 

- 

- 

274,865 

Interim Integrated Development Plan 

162,640 

- 

- 

- 

- 

162,640 

Governance Grant 

162,013 

- 

- 

- 

- 

162,013 

Establishment Grant 

61,175 

- 

- 

- 

- 

61,175 

Integrated Development Plan 

166,241 

- 

- 

- 

- 

166,241 

Local Government Transition Fund 

917,811 

- 

- 

- 

- 

917,811 

Planning Support Grant 

77,064 

- 

- 

- 

- 

77,064 

Municipal GIS Programme 

102,989 

- 

- 

- 

- 

102,989 

Municipal structure improvement grant 

895,512 

735,000 

12,141 

- 

653,209 

989,444 

Capacity Building Mechanism- 
Development Plan 

1,293,304 

- 

- 

- 

- 

1,293,304 

Municipal Finance Management Act 

68,170 

- 

- 

- 

- 

68,170 

Municipal Assistance Programme 313,279 

600,000 

42,271 

372,260 

222,860 

360,430 

Municipal Infrastructure Grant 765,141 

5,994,000 

42,287 

5,574,478 

- 

1,226,950 

Waste Management 


752,000 

13,590 

12,516 

100,003 

653,071 


Ezinqoleni 08/09 Annual Report Page 65 




EZINQOLENI 08/09 ANNUAL REPORT 


National Lottery Grant 

_ 

570,000 

29,469 

190,147 

900 

408,422 

Access Road maintenance 

- 

403,200 

22,881 

5,422 

224,025 

196,634 

Financial Management Grant 

976,516 

250,000 

2,860 

91,616 

238,612 

899,148 

Home Owners Ploughing 

1,000 

- 

- 

- 

- 

1,000 

Library 

314,760 

2,120,925 

34,507 

2,941,990 

- 

471,798 

CDW Learnership 

70,084 

- 

- 

- 

- 

70,084 

Umsobomvu YAC 

- 

137,000 

- 

- 

22,240 

114,760 


6,622,564 

11,562,125 

200,006 

9,188,429 

1,461,849 

7,734,417 

Provisions 







Leave provision 

100,771 

88,056 

- 

- 

16,095 

172,732 


100,771 

88,056 

_ 

_ 

16,095 

172,732 

APPENDIX B: EXTERNAL LOANS 
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Interest 

Loan 


Loan 


Received 

Redeemed 

Balance 


rate 

number 

Redeem- 

authority 

Balan 

during 

or written 

at 




able 

expires 

ce 

the year 

off 

30/06/2009 






at 


during 







30/06/ 


the year 







2008 





% 




R 

R 

R 

R 


External loans 

Lease 

Commitments 

WesBank 

Prime less 

1% 

85079531789 

Monthly 

8/18/2010 

86,398 - 

35,252 

51,146 

WesBank 

Prime less 

1% 

85079531816 

Monthly 

8/18/2010 

86,398 - 

35,252 

51,146 

Toyota Financial 
Services 

14,336 

86110022326 

Monthly 

10/1/2011 

89,275 - 

22,486 

66,789 

Toyota Financial 
Services 

14,321 

86110028380 

Monthly 

10/1/2011 

81,573 - 

20,551 

61,022 

Toyota Financial 
Services 

14,283 

86110022150 

Monthly 

10/1/2011 

67,370 - 

16,981 

50,389 

Toyota Financial 
Services 

18,50 

86112645861 

Monthly 

9/1/2013 

361,306 

36,082 

325,224 



411,01 



(Refer to note 2) 

4 361,306 

166,604 

605,716 


APPENDIX C: ANALYSIS OF FIXED ASSETS 
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Expenditure 

2008 


Budget 

2009 

Balance at 
30/06/2008 

Expenditure 

2009 

Written off, 
transferred, 
redeemed 

or 

disposed 

off 

during the 
year 

Balance at 
30/06/2009 

R 


R 

R 

R 

R 

R 


Rate and General services 


3,813,136 

General services 


12,353,870 

9,582,153 

8,682 

21,927,341 

3,813,136 

Total fixed assets 

_ 

12,353,870 

9,582,153 

8,682 

21,927,341 


Less: Loans redeemed and other 
capital receipts 

- 

11,942,856 

9,387,451 

(8,682) 

21,321,625 


Loans redeemed and advances paid 

- 

864,582 

166,604 


1,031,186 


Contributions ex operating income - 42,294 32,418 - 74,712 


Grants and subsidies - 11,035,980 9,188,429 (8,682) 20,215,727 


Net fixed assets - 411,014 194,702 17,364 605,716 
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APPENDIX D: 


ANALYSIS OF OPERATING INCOME AND EXPENDITURE FOR THE YEAR ENDED 30 
JUNE 2009 
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2008 


Note 

2009 

2009 

Actual 



Actual 

Budget 

R 



R 

R 


Income 


9 , 339,283 

Grants and subsidies 


12 , 504,879 

14 , 158,067 


Property rates 


151,555 

10,000 

9,600 

Rental Income 


7,281 

7,000 

315,097 

Sundry Income 


37,281 

- 

1 , 138,519 

Traffic Fines 


90,653 

100,000 

649,986 

Learners applications 


48,285 

48,400 

11,452,485 



12,839,934 

14,323,467 


Expenditure 




4 , 139,553 

Salaries, wages and allowances 


6 , 134,640 

5 , 726,041 

4 , 603,859 

General expenses 


3 , 400,398 

8 , 459,133 

75,584 

Repairs and maintenance 


118,773 

113,000 

1 , 613,371 

Council's general 

23 

1 , 750,667 

1 , 747,074 

688,389 

Grant expenditure 

17 

1 , 461,849 

- 
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11,433,842 


Capital charges 
Contributions to fixed assets 
Contributions to leave pay 


Net (deficit) /surplus for the year 


264,145 

32,418 

88,056 


(411,012) 


APPENDIX E : DETAILED INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 
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2008 

Actual 

income 

R 


11,452,485 


11,452,485 


11,452,485 


11,452,485 


2008 

Actual 

expenditure 

R 


11,433,842 


11,433,842 


11,433,842 


11,433,842 
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2008 

Surplus/ 

(deficit) 

R 


18,643 


18,643 


18,643 


18,643 


603,329 


621,972 


(6,515,179) 


(5,893,207) 


APPENDIX F: STATISTICAL INFORMATION 

General Statistics 

i) Population 


RATE AND GENERAL 
SERVICES 
Community services 

General services 

TOTAL 


Appropriations for the 
year 

(Refer to note 11) 

Net surplus for the year 

Accumulated deficit 
beginning of the year 


Accumulated deficit 
end of year 


2009 


2009 

Actual 

income 

R 


12,839,934 


12,839,934 


12,839,934 


12,839,934 


2008 
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2009 

Actual 

expenditure 

R 


13,250,946 


13,250,946 


13,250,946 


13,250,946 


2007 


2009 

Surplus/ 

(deficit) 

R 


(411,012) 


(411,012) 


(411,012) 


1,686,563 


1,275,551 


(5,893,207) 


(4,617,656) 


2009 

Surplu 

(defici 

R 


(2,376,5 


(2,376,5 


(2,376,5 


(411,012) (2,376,5 
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ii) Number of Employees 

iii) Area in square kilometres 

Valuation-Rateable Properties 
Valuation-Non-Rateable Properties 

Date of last Valuation roll approval 

Property 


65,000 

59,000 

59,000 

42 

32 

40 

649 

649 

649 


27 June 2008 


Valuation 


Industrial and commercial Properties 4,920,000 

Agriculture and commercial Properties 18,544,000 

Agricultural Properties only 342,814,000 


Assessment Rates cents in the rand 

Industrial 


Agriculture and commercial only 

Agriculture only 

Rebate 


1.340c/r - 

1.675c/r - 
0.067c/r 


4.4 MANAGEMENT REPORT 


NOTE: The management report will be available on receipt ofthe audit findings by the Ezinqoleni Council. 
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4.5 Grant Income and Expenditure 

tails 


Donor 

Deparment 

Resated 

Opening 

Balance@ 

01 July 
2008 

Received 
this year 

Expenditure 
this year 

% of 

Expenditure 
per Total 
grant 

% of 

Expenditure 
per grant 
received 

2008/2009 

Interest 

received 
this year 

Closing 

Balance@ 

30 June 

2009 

GENERAL 

LEDGER 

BALANCE 


;e 

ed 

5 Gra 


DEPARTMENT 

OF HOUSING 

274,864.80 

- 

- 

0% 


- 

274,864.80 

274,864.80 

IDP 


TRAD & LOC. 

GOV AFFAIRS 

162,639.68 

- 

- 

0% 


- 

162,639.68 

162,639.68 

lance 


TRAD & LOC. 

GOV AFFAIRS 

162,012.77 

- 

- 

0% 


- 

162,012.77 

162,012.77 

shme 

t 

TRAD & LOC. 

GOV AFFAIRS 

66,590.00 

- 

5,414.70 

8% 


- 

61,175.30 

61,175.30 

ted 

pmer 

rant 


TRAD & LOC. 

GOV AFFAIRS 

166,240.69 

- 

- 

0% 


- 

166,240.69 

166,240.69 

lment 

ion 


TRAD & LOC. 

GOV AFFAIRS 

917,810.96 

- 

- 

0% 


- 

917,810.96 

917,810.96 

oal 

ty 

rt Gra 

t 

TRAD & LOC. 

GOV AFFAIRS 

0.30 

- 

- 

0% 


- 

0.30 

0.30 
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ng 

r t Gra 

t 

TRAD & LOC. 

GOV AFFAIRS 

77,064.44 

- 

- 

0% 


- 

77,064.44 

77,064.44 


oal G 

mme 


TRAD & LOC. 

GOV AFFAIRS 

102,989.40 

- 

- 

0% 


- 

102,989.40 

102,989.40 

oal 

is 

emen 

MSIG 


TRAD & LOC. 

GOV AFFAIRS 

895,512.54 

735,000.00 

653,209.06 

40% 

89% 

12,141.02 

989,444.50 

989,444.50 

ty 

g 

nism 


TRAD & LOC. 

GOV AFFAIRS 

1,293,303.77 

- 

- 

0% 


- 

1,293,303.77 

1,293,303.77 

lentat 

rn 

TRAD & LOC. 

GOV AFFAIRS 

68,169.73 

- 

- 

0% 


- 

68,169.73 

68,169.73 

oal 

ince 

mme 

map; 


TRAD & LOC. 

GOV AFFAIRS 

313,278.56 

600,000.00 

595,120.50 

65% 

99% 

42,271.49 

360,429.55 

360429.55 

omvL 


UMSOBOMVU 

YF 

- 

137,000.00 

22,239.72 

16% 

16% 

- 

114,760.28 

114,760.28 



TRAD & LOC. 

GOV AFFAIRS 

765,141.30 

5,994,000.00 

5,574,477.71 

82% 

93% 

42,286.94 

1,226,950.53 

1,226,950.53 

lment 

e 

emen 


NATIONAL 

TREASURY 

976,515.90 

250,000.00 

330,227.74 

27% 

132% 

2,859.54 

899,147.70 

899,147.70 
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Owne 

ing 

5 


1,000.00 

- 

- 

0% 


- 

1,000.00 

1,000.00 

Roa 


UGU 

- 

403,200.00 

229,446.94 

57% 

57% 

22,881.26 

196,634.32 

196,634.32 

emen 


UGU 

- 

752,000.00 

112,518.67 

15% 

15% 

13,589.71 

653,071.04 

653,071.04 

leni 

Gran 


KZN DEPT OF 

ART & 

CALTURE 

314,759.97 

2,120,924.54 

2,941,990.20 

121% 

139% 

34,507.33 

471,798.36 

-471798.36 

al 

Gran 


NATIONAL 

LOTTERY 

- 

570,000.00 

191,046.63 

34% 

34% 

29,469.12 

408,422.49 

408,422.49 

Brant 


TRAD & LOC. 

GOV AFFAIRS 

70,083.69 

- 

- 

0% 


- 

70,083.69 

70,083.69 




6,627,978.50 

11,562,124.54 

10,655,691.87 

59% 

92% 

200,006.41 

7,734,417.58 

7,734,417.58 


Notes 

The Ezinqoleni Municipality received total grants of Rll.5 million and spent R10.6 million, which is 92% expenditure during the 
financial year under review, 08/09. If one has to consider the issue of uncashed back grants from the previous year, the municipal 
expenditure would therefore be sit at 59% as opposed to 92%, which is an actual expenditure for the year under review. The grants 
received from Ugu and Umsobomvu Youth Fund were received in April/ May 08/09, which translates the low expenditure. 
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CHAPTER 5: FUNCTIONAL AREA SERVICE DELIVERY REPORTING 


5.1 Financial Services Section Overview and Functions 


f 

Mr Bheki Cele 
Chief Financial Officer 

5.1.1. Overview 

This section is headed by the Chief Finance Officer (CFO), Mr. Bheki Cele. He assumed duties as from 01 July 2008. The section 
had five permanent employees (including the CFO) and two Finance Management Interns. 

2. Function of the Financial Services 

The function of the financial services is to ensure effective financial management within the Municipality, which encompasses and 
underscores the following fundamental functions and responsibilities: 

Chief Finance Officer: 

• Financial planning 

• Preparation of budget 
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• Development of financial statements 

• Implementation of SDBIP and PMS 

• Implementation of the MPRA 

• Personnel development 

• Ensuring that public spending is done legislatively and cost effectively 
Finance Officer: 

• Monthly and quarterly reports to provincial and national departments 

• Implementation of the Supply Chain Management Policy 

• Management of grants and other revenue that the municipality receives throughout a financial year 

• Management of income and expenditure 

• Budget control 

Salaries Clerk: 

• Payment of staff salaries 

5.1.2. Annual Priorities 

• Training and development of financial and non financial staff. 

• Preparation and review of all financial related policies. 

• Preparation of Annual Financial Statement which would results in an improved audit opinion than the previous financial year, 
07/08 

5.1.3 Supply Chain Management 
5.1.3.10verview 

The fundamental role and responsibility of supply chain management section is to implement the SCM policy in terms of Section 111 
of the MFMA, giving effect to section 217 of the constitution, and Part 1 of chapter 11 and other applicable provisions of the act, in a 
fair, equitable, transparent, competitive and cost effective manner. It does so in compliance with the regulations framework 
prescribed in chapter 2 of the SCM regulations; and any minimum norms and standards that may be prescribed in terms of section 
168 of the act. 
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5.1.3.2 Range of Procurement Process 

• Petty cash purchases, up to a transaction value of R1,000 

• Written quotation for purchases above R1,000 up to R2,000 

• Three written quotation for purchases above R2,000 up to R 10,000 

• Formal written price quotations for procurements above R10,000 up to R100,000 

• Competitive bidding for the transaction above R100, 000 and the procurements of long term contracts. 

Credible supplier’s database maintenance is part of the functions that is performed in the financial services. 

5.1.4. Functions of the Supply Chain Management Policy 

The function of the Finance Services Section under Supply Chain Management section is to administer the following: 

• Through the monitoring by the Provincial Treasury (SCM Unit) as regards the status on the implementation of the SCM policy 
through SCM Forums and regular visits to the municipality. 

• Through the oversight role of the municipal council by continuous assessment of the policy implementation progress through 
monthly reports to the council subcommittee responsible for budget, monitoring and evaluation. 

• The Accounting Officer through the CFO strategically manages the day to day SCM policy implementation, especially the 
establishment and maintenance of the suppliers database that promote rotation of suppliers, and other SCM systems. 

• 

5.1.5. Supply Chain Management Governance 

There are three Bid Committees in place, their functions and membership are briefly as follows: 

• Bid Specification Committee: compiles the specifications for the procurement of goods and services by the municipality. 
Its membership is as follows: 

o Director Technical Services (Chairperson) 
o Manager: Strategic Planning and LED 
o Finance Officer 

o Manager: Public Participation, Youth Development and Special Programmes 
o Technical Expect or official responsible for the goods and services 
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• Bid Evaluation Committee: evaluates bids and recommends to the bid adjudication committee, regarding the award of 
the bid. Its membership is as follows: 

o Manager: Strategic Planning and LED (Chairperson) 
o Manager: Project Management 
o Finance Clerk: Expenditure 

o Manager: Public Participation, Youth Development and Special Programmes 
o Technical Expect or official responsible for goods and services 

• Bid Adjudication Committee: Consider the report and recommendations of the bid evaluation committee and 
depending on its delegations, make a final award or a recommendation to the accounting officer to make the final award 
or makes further recommendation to the accounting officer on how to proceed with relevant procurement of goods and 
services. Its membership is as follows: 

o Chief Finance Officer (Chairperson) 
o Director Corporate Services 
o Director Technical Services 
o Finance Officer 

o Superintended: Protection Services and Disaster Management 


5.1.6 CONTRACT AWARDED DURING 
2008/2009 


N0. 

Contract / 
Project Name 

Awarded Contractor 

Date of Award 

Funding 

Source 

Award Value 







1 

Sgxakagxakeni 

Road 

Uphenyo Trading 

20 February 

2008 

MIG 

R 757 609.80 

2 

Mansfield Road 

Rob Business 
Enterprises 

20 July 2008 

MIG 

R 795 110.10 

3 

Ezinqoleni Taxi 
Rank 

Rob Business 
Enterprises 

19 Febuary 

2008 

MIG 

R 1 821 209.50 

4 

Thembalesizwe 

Sanibona 

19 February 

MIG 

R 741 564.30 
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Road 

Construction 

2008 




5 

Khomo Road 

Silver Moon and Selb 
Trading JV 

29 July 2008 

MIG 

R 

491 129.10 

6 

Mgudlwa Access 
Road 

Silver Moon and Selb 
Trading JV 

14 August 2009 

MIG 

R 

659 501.40 

7 

Qhinqa Access 
Road 

Sakhisizwe Projects 

19 February 

2009 

MIG 

R 

616 094.59 

8 

Qandangwe 

Access Road 

Sakhisizwe Projects 

19 February 

2009 

MIG 

R 

460 068.75 

9 

Smakadeni 

Access Road 

Dumakude CC 

19 February 

2009 

MIG 

R 

1 026 967.19 

10 

Jaca Road 

Superfectar Trading 

CC 

19 February 

2009 

MIG 

R 

1 163 078.73 

11 

Nolanga Sport 
Centre 

Dumakude CC 

19 February 

2009 

National 

Lottery 

R 

851491.08 

12 

New Ezinqoleni 
Library 

DGS Contracting 
Services 

11 October 

2007 

Library 

Services 

R 

4 913 000.00 

13 

Security Services 

Dumakude CC t/a 
Mshini Wami Security 

01 September 
2008 

Equitable 

Share 

R 

166 896.00 






R 14 463 720.54 
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5.2 Corporate Services Overview and Functions 



The Corporate Services Department, headed by the Director: Corporate Services Mr M.B Ndwalane is entrusted with the 
responsibility of ensuring that the day to day functioning of the organization happens smoothly, capacity matters regarding 
staff are addressed and that the Municipality has a solid organizational structure among other things. The department is 
mandated to be the strategic partner to all our clients, through rendering integrated, quality, timely and needs based service 
in the areas of Human Resources, Secretariat, ICT, Legal Services, Registry and Auxiliary Services. 

The following amongst others are the function areas of the sections within the department: 

Human Resources - Coordination of sound Labour Relations, human resources management and recruitment strategies, 
employee’s wellness and organizational development. 

Secretariat - Coordination of secretariat support to Council and its Committee. 

Registry and Auxiliary Services - Records management, registry management, facilities management, security 
management, telecommunications and building maintenance. 
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5.3 


5.3.1 






Technical and Community Services 



Mr S M Nsusha 

Director: Technical and Community Services 
Overview and Functions 

The Department is one among four Departments of Ezinqoleni Municipality, namely, Corporate Services, Finance 
and Protection Services. 

It is manned by 9 individuals: 

Director: Technical and Community Services. 

Community Development Officer and one Technical Assistant. 

Admin Assistant and official seconded to the Municipality by DBSA. 

Tractor and grader drivers and their assistants. 

There is also Technical and Community Services Portfolio Committee that plays political oversight role to the 
functions of the Department. It consists of four councillors and seats once in a month and is chaired by its 
Chairperson who is a Councillor, namely, Cllr T M Cele. 


Technical Department Functions 
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The main function of Government in all spheres is to deliver services to the people. In local government, Technical Department 
is the one that is tasked mainly with this function. This Department is responsible for the implementation of all infrastructure 
projects that are delivered to the community, e.g. road construction, water connection, building of community structures like 
halls, creches etc and construction of sports facilities, waste management and most importantly provision of houses to local 
communities. 

This make it the most important Department in local government because it is tasked to address the expectations of 
communities directly and once it lacks in its mandate, the beneficiaries loose confidence to the entire Municipality and its 
leadership. 

Other function of this Department is to ensure that whenever a certain project is implemented, legal stipulated guidelines are 
followed by all the stakeholders, e.g. the principles of Extended Public Works Programmes (EPWP) are complied with, 
regulated working hours and safety of workers are not compromised for bigger profits. 

Some of this Department's officials play the role of social consultation in other projects. 


6. CONCLUSION 
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Financial Services Section Overview and Functions 


1. Overview 

This section is headed by the Chief Finance Officer (CFO), Mr. Bheki Cele. He 
assumed duties as from 01 July 2008. The section had five permanent employees 
(including the CFO) and two Finance Management Interns. 

2. Function of the Financial Services 

The function of the financial services is to ensure effective financial management 
within the Municipality, which encompasses and underscores the following 
fundamental functions and responsibilities: 

Chief Finance Officer: 

• Financial planning 

• Preparation of budget 

• Development of financial statements 

• Implementation of SDBIP and PMS 

• Implementation of the MPRA 

• Personnel development 

• Ensuring that public spending is done legislatively and cost effectively 
Finance Officer: 

• Monthly and quarterly reports to provincial and national departments 

• Implementation of the Supply Chain Management Policy 

• Management of grants and other revenue that the municipality receives 
throughout a financial year 

• Management of income and expenditure 

• Budget control 

Salaries Clerk: 

• Payment of staff salaries 

3. Annual Priorities 

• Training and development of financial and non financial staff. 

• Preparation and review of all financial related policies. 

• Preparation of Annual Financial Statement which would results in an improved audit 
opinion than the previous financial year, 07/08 



4. Supply Chain Management 

4.1 Overview 

The fundamental role and responsibility of supply chain management section is to 
implement the SCM policy in terms of Section 111 of the MFMA, giving effect to 
section 217 of the constitution, and Part 1 of chapter 11 and other applicable 
provisions of the act, in a fair, equitable, transparent, competitive and cost effective 
manner. It does so in compliance with the regulations framework prescribed in 
chapter 2 of the SCM regulations; and any minimum norms and standards that may 
be prescribed in terms of section 168 of the act. 

4.2 Range of Procurement Process 

• Petty cash purchases, up to a transaction value of R1,000 

• Written quotation for purchases above R1,000 up to R2,000 

• Three written quotation for purchases above R2,000 up to R 10,000 

• Formal written price quotations for procurements above R10,000 up to 
R100,000 

• Competitive bidding for the transaction above R100, 000 and the 
procurements of long term contracts. 

Credible supplier’s database maintenance is part of the functions that is performed in 
the financial services. 

6. Functions of the Supply Chain Management Policy 

The function of the Finance Services Section under Supply Chain Management 
section is to administer the following: 

• Through the monitoring by the Provincial Treasury (SCM Unit) as regards the 
status on the implementation of the SCM policy through SCM Forums and 
regular visits to the municipality. 

• Through the oversight role of the municipal council by continuous assessment 
of the policy implementation progress through monthly reports to the council 
subcommittee responsible for budget, monitoring and evaluation. 

• The Accounting Officer through the CFO strategically manages the day to day 
SCM policy implementation, especially the establishment and maintenance of 
the suppliers database that promote rotation of suppliers, and other SCM 
systems. 



7. Supply Chain Management Governance 


There are three Bid Committees in place, their functions and membership are 
briefly as follows: 

• Bid Specification Committee: compiles the specifications for the 
procurement of goods and services by the municipality. Its membership is 
as follows: 

o Director Technical Services (Chairperson) 
o Manager: Strategic Planning and LED 
o Finance Officer 

o Manager: Public Participation, Youth Development and Special 
Programmes 

o Technical Expect or official responsible for the goods and services 

• Bid Evaluation Committee: evaluates bids and recommends to the bid 
adjudication committee, regarding the award of the bid. Its membership is 
as follows: 

o Manager: Strategic Planning and LED (Chairperson) 
o Manager: Project Management 
o Finance Clerk: Expenditure 

o Manager: Public Participation, Youth Development and Special 
Programmes 

o Technical Expect or official responsible for goods and services 

• Bid Adjudication Committee: Consider the report and recommendations 
of the bid evaluation committee and depending on its delegations, make a 
final award or a recommendation to the accounting officer to make the final 
award or makes further recommendation to the accounting officer on how 
to proceed with relevant procurement of goods and services. Its 
membership is as follows: 

o Chief Finance Officer (Chairperson) 
o Director Corporate Services 
o Director Technical Services 
o Finance Officer 

o Superintended: Protection Services and Disaster Management 
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CONTRACT AWARDED DURING 
2008/2009 



N0. 

Contract / 
Project Name 

Awarded Contractor 

Date of Award 

Funding 

Source 

Award Value 







1 

Sgxakagxakeni 

Road 

Uphenyo Trading 

20 February 

2008 

MIG 

R 757 609.80 

2 

Mansfield Road 

Rob Business 
Enterprises 

20 July 2008 

MIG 

R 795 110.10 

3 

Ezinqoleni Taxi 
Rank 

Rob Business 
Enterprises 

19 Febuary 

2008 

MIG 

R 1 821 209.50 

4 

Thembalesizwe 

Road 

Sanibona 

Construction 

19 February 

2008 

MIG 

R 741 564.30 

5 

Khomo Road 

Silver Moon and Selb 
Trading JV 

29 July 2008 

MIG 

R 491 129.10 

6 

Mgudlwa 

Access Road 

Silver Moon and Selb 
Trading JV 

14 August 2009 

MIG 

R 659 501.40 

7 

Qhinqa Access 
Road 

Sakhisizwe Projects 

19 February 

2009 

MIG 

R 616 094.59 

8 

Qandangwe 
Access Road 

Sakhisizwe Projects 

19 February 

2009 

MIG 

R 460 068.75 

9 

Smakadeni 
Access Road 

Dumakude CC 

19 February 

2009 

MIG 

R 1 026 967.19 

10 

Jaca Road 

Superfectar Trading 

CC 

19 February 

2009 

MIG 

R 1 163 078.73 

11 

Nolanga Sport 
Centre 

Dumakude CC 

19 February 

2009 

National 

Lottery 

R 851 491.08 

12 

New Ezinqoleni 
Library 

DGS Contracting 
Services 

11 October 

2007 

Library 

Services 

R 4 913 000.00 

13 

Security 

Services 

Dumakude CC t/a 
Mshini Wami Security 

01 September 
2008 

Equitable 

Share 

R 166 896.00 


R 14 463 720.54 
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Ezinqoleni Municipality 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 
5 to 25, in terms of Section 126(1) of the Municipal Finance Management Act and which I have 
signed on behalf of the municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 23 of these 
annual financial statements are within the upper limits of the framework envisaged in section 219 of 
the Constitution, read with the Remuneration of Public Office Bearers Act and the Minister of 
Provincial and Local Government's determination in accordance with this Act. 


Countersigned: 


Mr SM Nsusha 
Acting Municipal Manager 


Chief Financial Officer 


B Cele 


Dated: 


Dated: 
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Ezinqoleni Municipality 


MAYOR'S FOREWORD FOR THE YEAR ENDED 30 JUNE 2009 


During the 2008/2009 financial year, Ezinqoleni Municipality was working under pressure to ensure that the 
audit outcome changes for the better. The municipality was facing more developmental challenges which 
was accompanied by past poor audit outcome. 


We have planned to meet the challenges through enhancing service delivery to the people of Ezinqoleni 
Municipality, which we have achieved successfully. The municipality managed to build a number of roads 
where there were no roads at all, through the assistance of the Municipal Infrastructural Grant (MIG). We 
used our own grader to maintain some of the access roads and pile the gravel and employ local people to 
maintain those access roads. 


Working together with the Ugu District Municipality, people have now access to the clean water, proper 
sanitation and construction of community facilities like sport fields, community halls and town rehabilitation 
programme 


We have been assisted by the Provincial Treasury, Municipal Support Programme unit, in the GRAP 
Conversion Initiative where they have employed PricewaterhouseCoopers (PwC) to initiate this process. 
They were expected to clean up our financials in order for them to be able to have their opening balances 
correct for their task in 201 0. 


In terms of IDP, Budget and PMS, the municipality has managed to achieve alignment between the three 
documents. 


I wish to thank councillors, staff, Ugu District Municipality, Provincial Treasury, Department of Local 
Government and Traditional Affairs, service providers and other role players for their united commitment to 
the Ezinqoleni Municipality during the financial year ended and hope that they will continue to commit 
themselves to the betterment of the lives of our people. 


I thank you 


Cllr M.A.MPISI 

HIS WORSHIP THE MAYOR: EZINQOLENI MUNICIPALITY 
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TO BE PROVIDED BY THE AUDITOR GENERAL AT THE END OF THE AUDIT 
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Ezinqoleni Municipality 


REPORT OF THE CHIEF FINANCIAL OFFICER FOR THE YEAR ENDED 30 JUNE 2009 

It gives me a great pleasure to present the financial position of Ezinqoleni Municipality at 30 June 2009 and the results of its 
operations and cash flows for the year then ended. 


The Balance sheet at 30 June 2009 reflects reserves amounting to R7 734 418. Reserves amounting to R3 929 887 are not 
cash backed and are therefore not available for any expenditure. This has been inherited from prior periods and the 
Municipality Management is trying to come up with ways to deal with this issue. The Municipality still has cash flow problems 
but managements hopes to change the accumulated loss situation in future. 

The Municipality has made call accounts short term investments in this financial year, which have resulted in interest earned of 
R200 006. This is a slight improvement compared to prior years. Our bank balances have also increased compared to prior 
years as we come from overdrafts. The increase in creditors mainly due to the accruals. 


OPERATING RESULTS 



2009 

2009 


% 


Actual 

R 

Budget 

R 

Difference 

Difference 

Income 

Grants and subsidies 

12,504,879 

14,158,067 

-1,653,188 

-13% 

Property rates 

151,555 

10,000 

141,555 

93% 

Rental Income 

7,281 

7,000 

281 

4% 

Sundry Income 

37,281 

- 

37,281 

1 00% 

Traffic Fines 

90,653 

100,000 

-9,347 

-10% 

Learners applications 

48,285 

12,839,934 

48,400 

14,323,467 

-115 

(1,483,533) 

0% 

Expenditure 

Salaries, wages and allowances 

6,134,639 

5,726,041 

408,598 

7% 

General expenses & grant expenditure 

4,862,246 

8,459,133 

-3,596,887 

-74% 

Repairs and maintenance 

118,773 

113,000 

5,773 

5% 

Council's general 

1,750,667 

1,747,074 

3,593 

0% 

Capital charges 

264,145 

269,991 

-5,845 

-2% 

Contributions to fixed assets 

32,418 

- 

32,418 

1 00% 

Contributions to leave pay 

88,056 

13,250,945 

384,733 

16,699,972 

-296,676 

3,449,027 

-337% 


Net (deficit) for the year 


(411,011) (2,376,505) 


There was budgeted vat recovery of R2 415 983 relating to prior periods and this financial year, the receipts from SARS 
amounted to R 2 681 981, and R1 667 773 relates to the prior year. 

Explanations of significant variances are as follows: 

N1 - Operating grants received are accounted for in reserves and only transferred to income when a matching expense is 
incurred. 

N2 - First year implementation of the Muncipal Property Rates Act. 

N3 - Expenditure was monitored in order to reduce the budgeted for deficit. 

N4 - Assets funded from Equitable Share were not budgeted for seperately but included under the General expenses budget. 
N5 - Contribution is based on actual leave balances due at year end which where less than budgeted for. 


PRIOR YEAR ERRORS 

It should be noted that prior year figures have been restated due to fundamental and pervasive errors , for details refer to note 
32. 
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CAPITAL EXPENDITURE 



2009 

2009 


% 

ASSET CATEGORY 

Actual 

Budget 

Difference 

Difference 

Computer Equipment 

402,838 




Office Equipment 

93,457 




Plant and Machinery 

17,938 




Land and Buildings 

3,646,527 




Access Roads 

5,060,087 




TOTAL CAPITAL EXPENDITURE 

9,220,847 

9,400,865 

180,018 

2% 


A complete analysis of capital expenditure (budgeted and actual) per department, classification or service is included in 
appendix C. 


POST BALANCE SHEET EVENTS AND CONTINGENT LIABILITIES 

No material items and/or events, pertaining to the 2008/2009 financial year have occurred subsequent to balance sheet 
date that warrants reporting on. 

GENERAL 

There are three employees in the traffic department suspended for the whole twelve month period pending the 
investigation by the Department of Transport, in the period of suspension these employees were paid a full salaries. The 
report is now ready for the municipality to start the process of prosecuting the matter. 


EXPRESSION OF APPRECIATION 

I am grateful to the Mayor, members of Council, the Municipal Manager and staff for their encouragement and 
support, given during the course of the 2008/2009 financial year. 


B Cele 

Chief Financial Officer 


Date 
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Ezinqoleni Municipality 

ACCOUNTING POLICIES 

1. Basis of Presentation 

These financial statements have been prepared so as to conform to the standards laid down by the Institute of Municipal Treasurers 
and Accountants in its Code of Practice (1997) and the Report on Published Annual Financial Statements( Second edition January 1996) 

The financial statements are prepared on the historical cost basis, adjusted for fixed assets as more fully detailed in paragraph 
two below. 

The financial statements are prepared on the accrual basis as stated: 

- Income is accrued when measurable and available to finance operations. Certain direct income is accrued when received, such as traffic fines . 

- Expenditure is accrued in the year it is incurred. 


2. Fixed Assets 

Fixed Assets are stated: 

- at historical cost, or 

- at valuation (based on the market price at the date of acquisition) where assets have been acquired by grant or donation. 

- while they are in existence and fit for use, except in the case of bulk assets which are written off at the end of their estimated life as 
determined by the Chief Financial Officer. 

Depreciation: 

The balance shown against the heading 'Loans Redeemed and Other Capital Receipts' in the notes to the balance sheet is tantamount to a 
provision for depreciation, however, certain structural differences do exist. By way of this 'Provision' assets are written down over their estimated 
useful life. Apart from the various council funds, assets may also be acquired through: 

Appropriations from income , where the full cost of the asset forms an immediate and direct charge against the operating income, and 
therefore it is unnecessary to make any further provision for depreciation. 

Grant or donation, where the amount representing the value of such grant or donation is immediately credited to the 'Loans Redeemed and Other 
Capital Receipts' account 

Fixed assets are financed from different sources, including external loans, operating income and grants. These loans and advances are repaid 
within the estimated lives of the assets acquired from such loans or advances. 


3. Reserves 

Reserves are created for all conditional grants. These reserves detail the expenditure, contributions and unspent amounts for the accounting period. 


4. Retirement Benefits 

Ezinqoieni Municipality employees contribute to the Natal Joint Municipal Pension Fund and its councillors contribute to the Municipal Councillors 
Pension Fund which provides retirement benefits to such employees and councillors. 

The retirement benefit plan is subject to the Pension Funds Act, 1956, with pensions being calculated on the final pensionable remuneration paid. 
Current contributions are charged against operating income on the basis of current service costs. Unfavourable experience adjustments and the 
cost of securing increased benefits are written off over the lesser of the remaining period of service of employees or five years. 

Favourable experience adjustments are retained in the retirement benefit plan. 

Full actuarial valuations are performed at least every three years . 


5. Investments 

Investments are shown at the lower of cost or market value if a permanent decline in the value occurred. 
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Ezinqoleni Municipality 


ACCOUNTING POLICIES 

6. Provisions 

Certain provisions have been established where required, or considered necessary, and these include- 

Leave pay provision 

Provisions are recognised when the municipality has a present obligation as a result of past events and it is probable that this will result in an 
outflow of economic benefits that can be estimated reliably. Provision for staff leave represent a sum of the present obligation by the Municipality 
in respect of leave due and payable at year end. 

Bad Debts Provision. 

Provision for bad debts is raised to meet the likely non-payment for services consumer debtors. 


7. Leased assets 

Fixed assets held under finance leases are capitalised . Such assets are effectively amortised over the term of the lease agreement. 

Lease finance charges are allocated to accounting periods over the duration of the leases, by the effective interest rate method, which reflects the 
extent and the cost of the finance lease utilised in each accounting period. 

All other leases are treated as operating leases and the relevant rentals are charged the operating account in a systematic manner related to the 
period of use of the assets concerned. 


8. Income recognition 
Assessment Rates 

Ezinqoleni municipality applies differential rating system based on the use of property. The rates levied are based on the properties value of the 
Ezinqoleni municipality complied with the Municipal Property Rates Act (S 21) in respect of the compulsory phasing in of certain rates, 
hence the 75% phasing discount was applied . 
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Ezinqoleni Municipality 

BALANCE SHEET AT 30 JUNE 2009 


CAPITAL EMPLOYED 
Reserves 

Accumulated deficit 
Long term liabilities 


Note 2009 

R 

1 7,734,417 

10 (4,617,656) 

2 397,894 

3,514,655 


EMPLOYMENT OF CAPITAL 

Fixed assets 3 605,716 


Net current assets 


2,908,939 


Current assets 


4,461,587 


Debtors 

Short term investments 
Cash and bank 


5 

4 

24 


657,057 

1,505,493 

2,299,037 


Current iiabilities 


1,552,648 


Current portion of the long term liability 
Creditors 
Provisions 


2 

7 

6 


207,822 

1,172,094 

172,732 


3,514,655 


2008 

R 

6,622,564 

(5,893,207) 

281,102 

1,010,459 


411,014 

599,445 

1,038,271 

25,678 

1,012,593 

438,826 

129,912 

208,143 

100,771 

1,010,459 
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Ezinqoleni Municipality 

INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


2008 

Actual 

income 

R 

2008 

Actual 

expenditure 

R 

2008 

Surplus/ 

Deficit 

R 


2009 

Actual 

income 

R 

2009 

Actual 

expenditure 

R 

2009 

Surplus/ 

deficit 

R 

2009 

Budget 

surplus/ 

deficit 

R 

1 1 ,452,485 

1 1 ,433,842 

18,643 

RATE AND GENERAL SERVICES 

General 

12,839,934 

13,250,946 

(411,012) 

(2,376,505) 

- 

- 

18,643 

Total 

12,839,934 

13,250,946 

(411,012) 

(2,376,505) 


603,329 Appropriations for the year 1 0 


1,686,563 


621,972 

(6,515,179) 


Net surplus for the year 
Accumulated deficit at beginning of year 


1,275,551 

(5,893,207) 


(5,893,207) Accumulated deficit at end of year 


(4,617,656) 
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Ezinqoleni Municipality 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


Note 


2009 

R 


2008 

R 


CASH RETAINED FROM OPERATING ACTIVITIES 


12,179,389 

6,200,158 

Cash generated by operations 

12 

1,767,451 


497,902 

Investment income 


200,006 


- 

(Increase) /decrease in working capital 

13 

209,196 


(223,093) 



2,176,653 


274,809 

LESS : External interest paid 


97,541 


84,721 

Cash available from (utilised by) operations 


2,079,112 


190,088 

Net cash contributed from the public and State 


10,100,277 


6,010,070 


CASH UTILISED IN INVESTING ACTIVITIES 


Investment in fixed assets 


(9,582,153) 


(3,813,136) 


NET CASH FLOW 


2,597,236 


2,387,022 


CASH EFFECTS OF FINANCING ACTIVITIES 


lncrease/(decrease) in long-term loans 

14 

194,702 

(127,594) 

(Increase) in cash investments 

15 

(1,505,494) 

- 

(Increase) in bank and cash 

16 

(1,286,444) 

(2,259,428) 



(2,597,236) 

(2,387,022) 
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Ezinqoleni Municipality 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 


R 

R 

Reserves 



Reserves consist of : 



Violence Damaged Houses 

274,865 

274,865 

Interim Integrated Development Plan 

162,640 

162,640 

Governance Grant 

162,013 

162,013 

Establishment Grant 

61,175 

61,175 

Integrated Development Plan 

166,241 

166,241 

Local Government Transition Fund 

917,811 

917,811 

Planning Support Grant 

77,064 

77,064 

Municipal GIS Programme 

102,989 

102,989 

Municipal Systems Improvement grant 

989,444 

895,512 

Capacity Building Mechanism- Development Plan 

1,293,304 

1,293,304 

Financial Management Grant (FMG) 

68,170 

68,170 

Municipal Assistance Programme (MAP) 

360,430 

313,279 

Municipal Infrastructure Grant 

1,226,950 

765,141 

Waste Management 

653,071 

- 

National Lottery grant 

408,422 

- 

Access Road Maintenance 

196,634 

- 

Financial Management Grant (FMG) 

899,148 

976,516 

Home Owners Ploughing 

1,000 

1,000 

Library 

(471,798) 

314,760 

CDW Learnership 

70,084 

70,084 

Umsobomvu YAC 

114,760 

- 


7,734,417 

6,622,564 

(Refer to appendix A for more detail) 



Long term liabil ities 



Lease Commitments 

605,716 

411,014 

Less : Current portion transferred to current liabilities 

207,822 

129,912 


397,894 

281,102 

(Refer to appendix B for more details) 



Fixed assets 



Fixed assets at the beginning of the year 

12,353,870 

8,892,280 

Capital expenditure during the year 

9,582,153 

3,813,136 

Less : Assets written off, transferred or disposed of during the year 

8,682 

- 

Prior year adjustment - assets disposed of 

- 

366,197 

Prior year adjustment - assets previously not recognised 

- 

14,651 

Total fixed assets 

21,927,341 

12,353,870 

Less : Loans Redeemed and Other Capital Receipts 

21,321,625 

11,942,856 

Net fixed assets 

605,716 

411,014 

(Refer to appendix C for more details) 



ShortTerm Investments 



First National Bank 



Conditional Grant Investment (call account) 

1,097,710 

- 

National Lottery Grant Investment (call account) 

407,783 

- 


1,505,493 

- 


No investments were written off during the year 

No investments have been pledged as security for any funding 
facilities of the council 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 




2009 

2008 



R 

R 

5. 

Debtors 

Property rates 

134,074 



Sundry debtors 

12,587 

8,921 


Deposit 

2,000 

2,000 


Accrued interest 

3,784 

- 


VAT 

627,988 

14,757 



780,433 

25,678 


Less : Provision for doubtful debts 

123,376 

- 



657,057 

25,678 

6. 

Provisions 




Leave provision 

172,732 

100,771 

7. 

Creditors 




Trade creditors 

1,172,094 

20,697 


Other 

- 

187,446 



1,172,094 

208,143 

8. 

Assessment Rates 




Site valuations at 1 

Actual Income 

Actual Income 


July 2008 

2009 

2008 


Residential 

Commercial : Agriculture only 342,814,000 

57,420 

. 


: Industry 4,920,000 

16,482 

- 


: Agriculture and commercial 18,544,000 

77,653 

- 



151,555 



Valuation on properties was performed and approved on 27 June 2008 
and it came into effect for the first time on 1 July 2008. 



9. 

Finance transactions 




Total interest earned or paid: 




Interest earned 

200,006 

- 


Interest paid 

97,541 

95,628 


Capital charges debited to operating account: 




Interest : External 

97,541 

84,721 


Redemption : External 

166,604 

127,594 



264,145 

212,315 

10. 

Appropriations 




Appropriation account 

Accumulated (deficit) at the beginning of the year 

(5,893,207) 

(6,515,179) 


Operating (deficit)/surplus for the year 

(411,012) 

18,643 


Appropriations for the year : 

1,686,563 

603,329 


Prior year adjustments 

I 1 ,686,563 | 

I 603,329 | 






Accumulated (deficit) at the end of the year 

(4,617,656) 

(5,893,207) 


Operating account 

Capital expenditure 

Contributions to: 

32,418 

- 


Doubtful debt provision 

123,376 

- 


Leave provision 

88,056 

100,771 



243,850 

100,771 


11. Prior year adjustments 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 


R 

R 

Adjustment in respect of: 

Previous years' operating transactions 

Write off of Learners Revenue stolen in prior years 

(51,992) 


Prior years input VAT refunded by SARS 

1,667,773 

- 

VAT Adjustment 

70,782 

- 

Write off of irrecoverable sundry debtors 

- 

(10,870) 

Prepaid expenses 

- 

(5,772) 

Reversal of stale cheques 

- 

156,800 

Reversal of Home Owners Ploughing Reserve 

- 

22,660 

Leave pay provision 

- 

437,156 

MFMA grant expenditure relating to capital assets 

- 

3,355 


1,686,563 

603,329 

Cash generated by operations 

(Deficitj/surplus for the year 

(411,012) 

18,643 

Adjustments in respect of: 

Previous years' operating transactions 

1,686,563 

603,329 

Appropriations charged against income: 

243,850 

100,771 

Provisions 

211,432 

100,771 

Fixed Assets 

32,418 

- 

Capital charges: 

264,145 

212,315 

Interest paid 

- on external funds 

97,541 

84,721 

Redemption: 

- of external leases 

166,604 

127,594 

Non-operating expenditure: 



Charged against Provisions 

(16,095) 

(437,156) 


1,767,451 

497,902 

(lncrease)/decrease in working capital 

(Increase) in debtors 

(754,755) 

(23,678) 

lncrease/(decrease) in creditors 

963,951 

(199,415) 


209,196 

(223,093) 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 


R 

R 

lncrease/(decrease) in long-term loans (external) 



Increase in loans 

361,306 

_ 

Decrease in loans 

(166,604) 

(127,594) 


194,702 

(127,594) 

(lncrease)/decrease in external cash investments 



Decrease in investments 

3,048,993 

- 

Increase in investments 

(4,554,487) 

- 


(1,505,494) 

- 

(lncrease)/decrease in bank and cash 



Cash balance at the beginning of the year 

1,012,593 

(1,246,835) 

Less : Cash balance at the end of the year 

2,299,037 

1,012,593 


(1,286,444) 

(2,259,428) 

Grant expenditure 



Grant operating expenditure consists of : 



Financial Management Grant 

238,612 

255,997 

Municipal Assistance Programme Grant 

222,860 

194,929 

National lottery grant 

900 

- 

Waste Management 

100,003 

- 

Access road maintenance 

224,025 

- 

Umsobomvu YAC 

22,240 

- 

CDW Leanership 

- 

150 

Municipal structure improvement grant 

653,209 

- 

Capacity Support Grant Grant 

- 

189,638 

Capacity Building Mechanism Grant 

- 

47,675 


1,461,849 

688,389 

Capital commitments 



Commitments in respect of capital expenditure: 

- Approved and contracted for 

3,250,451 


- Approved but not yet contracted for 

- 

- 


3,250,451 


This expenditure will be financed from: 



- External sources 



Grants and subsidies 

3,250,451 

- 


19. Capital Development Fund 

The municipality does not contribute towards a Capital Development Fund. 

20. Related party transactions 

There were no related party transactions. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


2009 2008 

R R 

21. Retirement benefits 

The results of the last interim actuarial valuation of the Natal Joint Municipal Provident Fund which covered a 
twelve month period to 31 March 2008 revealed that the fund had a small deficit of R3 247 000 .This is a 
feature of the smoothed bonus policy followed by the fund. This shortfall will be taken into account in 
determining future charges, which will be met by increased employer contributions in future. The fund is 
certified as sound and assets are appropriate given the liabilities. 


22. Remuneration of senior managers 


Municipal Manager 


Basic Salary 

382,712 

26,677 

Car allowance 

91,500 

16,000 

Backpay 

21,788 

- 

Housing 

54,000 

13,333 

Other Benefits 

12,000 

8,072 


562,000 

64,082 

Chief Financial Officer 

Basic Salary 

203,825 

42,000 

Car allowance 

108,000 

7,965 

Medical Aid 

10,541 

- 

Backpay 

16,600 

- 

Housing 

84,000 

- 

Other Benefits 

15,749 

23,619 


438,715 

73,584 

Director :Technical Services 

Basic Salary 

217,288 

159,148 

Car allowance 

115,500 

126,000 

Backpay 

16,600 

4,314 

Housing 

73,046 

40,561 

Other Benefits 

48,618 

98,845 


471,052 

428,868 

Director: Corporate Services 

Basic Salary 

200,136 

192,826 

Car allowance 

110,000 

88,500 

Backpay 

16,600 

- 

Housing 

60,000 

44,250 

Other Benefits 

27,500 

7,500 

Councillors' Remuneration 

414,236 

333,076 

Mayor 

Basic Salary 

297,130 

255,717 

Car allowance 

105,286 

101,440 

Company contributions 

52,611 

47,248 

Backpay 

29,000 

15,440 

Other Benefits 

15,060 

17,929 

Councillors 

499,087 

437,774 

Basic Salary 

712,989 

676,900 

Car allowance 

280,942 

237,106 

Company contributions 

1 1 1 ,240 

101,755 

Backpay 

71,974 

68,462 

Other Benefits 

74,435 

91,374 


1,251,580 

1,175,597 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


2009 

R 


2008 

R 


24. Bank and overdraft balances 

The Municipality has the following bank account: 

First National Bank - Port Shepstone 
Account Number 620 2494 3153 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

25. PAYE and UIF 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Balance unpaid (included in creditors) 

26. Pension and Medical Aid Deductions 

Opening balance 

Current year payroll deductions and Council 

Amount paid - current year 

Balance unpaid (included in creditors) 

27. Councillor’s arrear consumer accounts 


the 2008/09 financial year. 

28. Audit fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous years 
Balance unpaid (included in creditors) 

29. Value Added Tax (VAT) 

VAT refunds received for the year 
VAT paid for the year 

VAT inputs receivables and VAT outputs receivables are shown in note 5. 
All VAT returns have been submitted throughout the year. 

30. Municipal Entities 

There are no municipal entities in existence at reporting date 

31. Unauthorised, Irregular, Fruitless and Wasteful expenditure 

31.1 Unauthorised expenditure 

There were no unauthorised expenditure 

31 .2 Fruitless and wasteful expenditure 

There was no fruitless or wasteful expenditure 


2,681,981 


1,012,093 

(1,247,335) 

2,298,537 

1,012,093 

960,100 

(448,344) 

2,299,037 

960,100 

829,582 

878,555 

829,582 

878,555 

- 

- 

893,085 

765,497 

893,085 

765,497 

- 

- 

ear end or during 


338,957 

555,750 

555,750 


- 


537,323 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


2009 

R 


2008 

R 


31.3 Irregular expenditure 

Reconciliation of irregular expenditure 
Opening balance 

Irregular expenditure for the current year 

Approved /condoned by Council 

Transfer to receivables for recovery - not condoned 


Incident 

Action 

Supply chain management 
deviations - Insurance 
contract extension 

In view of the need to protect the councils 
interest , it was deemed necessary to 
deviate from proper procurement 
procedures to extend the contact of the 
municipality insurers for one year. This 
was ratified by council resolution on 26 
August 2008. 


32. Correction of errors 

The comparatives for 2008/09 have been restated to correct differences between the prior year annual financial 
statements and the generai ledger as at 30 June 2008. In addition certain corrections have been made to 
correct the prior year amounts as per the general ledger as detailed below: 

Income Statement 

Income 

32.1 Grants and Subsidies 

Previously reported 15,356,949 

Adjustment to agree to general ledger as at 30 June 2008 (2,016,166) 

Adjustments to correct misstatements (4,001 ,500) 

Restated 9,339,283 


The error arose as a result of conditional grants received during the year being recorded as revenue and 
capital expenditure funded by grants being recognised as revenue. 

Expenditure 


32.2 Salaries, wages and allowances 

Previously reported 4,308,460 

Adjustment to agree to general ledger as at 30 June 2008 1 ,557,079 

Adjustment - expenditure funded by grants (457,286) 

Adjustment - Councillor Allowance (1 ,268,700) 


Restated 4,139,553 


The error arose as classification errors between salaries, wages and allowances and other categories of 
expenditure. 

32.3 General expenses 


Previously reported 4,403,415 

Adjustment to agree to general ledger as at 30 June 2008 204,442 

Adjustment (3,998) 


Restated 4,603,859 


The error arose as a result of incorrect classification between general expenses and grant expenditure and an 
expense relating to an asset being recorded as an operating expense. 


183,578 

183,578 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


32.4 Repairs and maintenance 


2009 

R 


Previously reported 91 ,1 30 

Adjustment to agree to general ledger as at 30 June 2008 (15,546) 

Restated 75,584 


The error arose as a result of assets being incorrectly classified as repairs and maintenance. 

32.5 Council's general 


Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment - Councillor Allowances reflected under salaries 
Restated 


1,464,594 

(1,119,923) 

1,268,700 

1,613,371 


The error arose as a result of a classification error between salaries, wages and allowances 
and council's general expenditure 


2008 

R 


32.6 Grant Expenditure 


Previously reported 4,261 ,586 

Adjustment to agree to general ledger as at 30 June 2008 (225,323) 

Adjustment - expenditure reflected under salaries 457,286 

Adjustment - expenditure relating to assets (3,805,158) 


Restated 688,391 


The error arose as a result of incorrect classification between grant expenditure and general expenses/salaries, 
wages and allowances and grant expenditure relating to assets being recorded as operating expenses. 

Balance Sheet 


32.7 Reserves 


Previously reported 7,043,228 

Adjustment to agree to general ledger as at 30 June 2008 (608,237) 

Adjustment 187,573 

Restated 6,622,564 


The error arose as a result of grant receipts and expenditure being incorrectly treated. 

32.8 Accumulated Deficit 


Previously reported (6,313,872) 

Adjustment to agree to general ledger as at 30 June 2008 1 ,1 66,388 

Adjustment (745,723) 


Restated 


(5,893,207) 


All adjustments that affected the income statement resulted in an adjustment to the appropriation account. 

32.9 Long term liabil ities 


Previously reported 623,801 

Adjustment (212,787) 


Restated 


411,014 


The error arose as a result the two vehicles that were sent back to Toyota during the 2007/08 financial year not 
being excluded from the lease liability. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


32.1 0 Fixed assets at cost 


2009 2008 

R R 


Previously reported 8,526,083 

Adjustment to agree to general ledger as at 30 June 2008 (1 ,553) 

Adjustment 3,829,340 


Restated 


12,353,870 


The error arose as a result of expenditure relating to fixed assets not being recorded in the general ledger. 

32.11 Loans Redeemed and Other Capital Receipts 


Previously reported (7,902,282) 

Adjustment to agree to general ledger as at 30 June 2008 1 ,553 

Adjustment - asset additions funded by grants (21 2,787) 

Adjustment - leased assets returned to lessor (3,829,340) 


Restated (11,942,856) 


The error arose as a result of the funding of fixed asset additions and leased assets returned not being 
recorded under other capital receipts. 

33 Contingent liabilities/assets 

There are no contingent liabilities or assets that the Municipality management is aware of at year end. 
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Ezinqoleni Municipality 

APPENDIX A: RESERVES AND PROVISIONS 


Balance at 
30/06/2008 

Contributions 
during 
the year 

Interest on 
investments 

Capital 
Expenditure 
during 
the year 

Operating 
Expenditure 
during 
the year 

Balance at 

30/06/2009 

R 

R 

R 

R 

R 

R 


Reserves 

Violence Damaged Houses 

Interim Integrated Development Plan 

Governance Grant 

Establishment Grant 

Integrated Development Plan 

Local Government Transition Fund 

Planning Support Grant 

Municipal GIS Programme 

Municipal structure improvement grant 

Capacity Building Mechanism- Development Plan 

Municipal Finance Management Act 

Municipal Assistance Programme 

Municipal Infrastructure Grant 

Waste Management 

National Lottery Grant 

Access Road maintenance 

Financial Management Grant 

Home Owners Ploughing 

Library 

CDW Learnership 
Umsobomvu YAC 


274,865 

- 

- 

162,640 

- 

- 

162,013 

- 

- 

61,175 

- 

- 

166,241 

- 

- 

917,811 

- 

- 

77,064 

- 

- 

102,989 

- 

- 

895,512 

735,000 

12,141 

1,293,304 

- 

- 

68,170 

- 

- 

313,279 

600,000 

42,271 

765,141 

5,994,000 

42,287 

- 

752,000 

13,590 

- 

570,000 

29,469 

- 

403,200 

22,881 

976,516 

250,000 

2,860 

1,000 

- 

- 

314,760 

2,120,925 

34,507 

70,084 

- 

- 

- 

137,000 

- 


- 

- 

274,865 

- 

- 

162,640 

- 

- 

162,013 

- 

- 

61,175 

- 

- 

166,241 

- 

- 

917,811 

- 

- 

77,064 

- 

- 

102,989 

- 

653,209 

989,444 

- 

- 

1,293,304 

- 

- 

68,170 

372,260 

222,860 

360,430 

5,574,478 

- 

1,226,950 

12,516 

100,003 

653,071 

190,147 

900 

408,422 

5,422 

224,025 

196,634 

91,616 

238,612 

899,148 

- 

- 

1,000 

2,941,990 

- 

-471 ,798 

- 

- 

70,084 

- 

22,240 

114,760 


6,622,564 11,562,125 200,006 9,188,429 1,461,849 7,734,417 


Provisions 

Leave provision 

100,771 

88,056 



16,095 

172,732 


100,771 

88,056 

- 

- 

16,095 

172,732 
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Ezinqoleni Municipality 

APPENDIX B: EXTERNAL LOANS 



Interest 

Loan 

Redeem- 

Loan 

Balance 

Received 

Redeemed 

Balance 


rate 

number 

able 

authority 

at 

during 

or written 

at 





expires 

30/06/2008 

the year 

off 

30/06/2009 








during 









the year 



% 




R 

R 

R 

R 


External loans 


Lease Commitments 


WesBank 

Prime less 1% 

85079531789 

Monthly 

18/08/2010 

86,398 

- 

35,252 

51,146 

WesBank 

Prime less 1% 

85079531816 

Monthly 

18/08/2010 

86,398 

- 

35,252 

51,146 

Toyota Financial Services 

14,336 

86110022326 

Monthly 

01/10/2011 

89,275 

- 

22,486 

66,789 

Toyota Financial Services 

14,321 

86110028380 

Monthly 

01/10/2011 

81,573 

- 

20,551 

61 ,022 

Toyota Financial Services 

14,283 

86110022150 

Monthly 

01/10/2011 

67,370 

- 

16,981 

50,389 

Toyota Financial Services 

18,50 

86112645861 

Monthly 

01/09/2013 

- 

361,306 

36,082 

325,224 


(Refer to note 2) 411,014 361,306 166,604 605,716 
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Ezinqoleni Municipality 

APPENDIX C: ANALYSIS OF FIXED ASSETS 


Expenditure 

2008 


Rate and General services 

3,813,136 General services 

3,813,136 Total fixed assets 


Less: Loans redeemed and other capital receipts 

Loans redeemed and advances paid 
Contributions ex operating income 
Grants and subsidies 


Net fixed assets 


Budget 

2009 

Balance at 
30/06/2008 

Expenditure 

2009 

Written off, 
transferred, 
redeemed or 
disposed off 
during the year 

Balance at 
30/06/2009 

R 

R 

R 

R 

R 

- 

12,353,870 

9,582,153 

8,682 

21 ,927,341 

- 

12,353,870 

9,582,153 

8,682 

21,927,341 

- 

11,942,856 

9,387,451 

(8,682) 

21,321,625 

- 

864,582 

42,294 

11,035,980 

166,604 

32,418 

9,188,429 

(8,682) 

1,031,186 

74,712 

20,215,727 

- 

411,014 

194,702 

17,364 

605,716 
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Ezinqoleni Municipality 

APPENDIX D: ANALYSIS OF OPERATING INCOME AND EXPENDITURE FOR THE YEAR ENDED 

30 JUNE 2009 


2008 

Actual 

R 


Note 

2009 

Actual 

R 

2009 

Budget 

R 


Income 



9,339,283 

Grants and subsidies 

12,504,879 

14,158,067 


Property rates 

151,555 

10,000 

9,600 

Rental Income 

7,281 

7,000 

315,097 

Sundry Income 

37,281 

- 

1,138,519 

Traffic Fines 

90,653 

100,000 

649,986 

Learners applications 

48,285 

48,400 

11,452,485 


12,839,934 

14,323,467 



Expenditure 




4,139,553 

Salaries, wages and allowances 


6,134,640 

5,726,041 

4,603,859 

General expenses 


3,400,398 

8,459,133 

75,584 

Repairs and maintenance 


118,773 

113,000 

1,613,371 

Council's general 

23 

1,750,667 

1,747,074 

688,389 

Grant expenditure 

17 

1,461,849 

- 

212,315 

Capital charges 

9 

264,145 

269,991 

- 

Contributions to fixed assets 


32,418 

- 

100,771 

Contributions to leave pay 


88,056 

384,733 

11,433,842 



13,250,946 

16,699,972 

18,643 

Net (deficit) /surplus for the year 


(411,012) 

(2,376,505) 
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Ezinqoleni Municipality 


APPENDIX E : DETAILED INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


2008 2008 2008 

Actual Actual Surplus/ 

income expenditure (deficit) 

R R R 

RATE AND GENERAL 

11,452,485 11,433,842 18,643 SERVICES 


11,452,485 


11,433,842 


18,643 

Community services 

11,452,485 


11,433,842 


18,643 

General services 


11,452,485 11,433,842 18,643 TOTAL 


Appropriations for the year 
603,329 (Refer to note 1 1 ) 

621,972 Net surplus for the year 

Accumulated deficit 

(6,515,179) beginning of the year 


Accumulated deficit 

'5,893,207) end of year 
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Budget 

2009 2009 2009 2009 

Actual Actual Surplus/ Surplus/ 

income expenditure (deficit) (deficit) 

R R R R 


12,839,934 13,250,946 (411,012) (2,376,505! 


12,839,934 


13,250,946 


(411,012) 


(2,376,505) 

12,839,934 


13,250,946 


(411,012) 


(2,376,505) 


12,839,934 13,250,946 (411,012) (2,376,505) 


1,686,563 

1,275,551 

(5,893,207) 











Ezinqoleni Municipality 

APPENDIX F: STATISTICAL INFORMATION 



2009 

2008 

2007 

General Statistics 




i) Population 

65,000 

59,000 

59,000 

ii) Number of Employees 

42 

32 

40 

iii) Area in square kilometres 

649 

649 

649 


Valuation-Rateable Properties 
Valuation-Non-Rateable Properties 

Date of last Valuation roll approval 

Property 27 June 2008 


Valuation 

Industrial and commercial Properties 
Agriculture and commercial Properties 
Agricultural Properties only 

Assessment Rates cents in the rand 

Industrial 

Agriculture and commercial only 

Agriculture only 

Rebate 


4,920,000 

18,544,000 

342,814,000 


1 .340c/r 
1 ,675c/r 
0.067c/r 
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REPORT OF THE CHAIRPERSON OF 

THE AUDIT COMMITTEE 

— — — • 

S Auditors and external audit: 


We are pleased to present our report for the financial 
year ended 30 June 2009. 

1 Audit Committee Members and 
Attendance 

ln terms of the Municipal Finance Management Act 
(MFMA) and the Ezinqoleni Municipality’s Audit 
Charter, the Audit Committee must consist of five 
members, three of whom must be external 
independent members. None of the members may be 
councillors. 


Discuss and review with external auditors, inter 
atia, 

S the nature and scope of the audit 
function; 

S agreeing to the timing and nature of 
reports from the external auditors; 

S considering any problems identified in the 
municipality as a going concern; 

S review the Auditor-General’s 
management letter and management 
response; and 

S meeting the Auditor-General at least 
annually to ensure that there are no 
unresolved issues of concern. 


The Audit Committee consists of the members listed 
hereunder and meets at least four times per year as 
per its approved Charter. During the year under 
review the mandatory quarterly meetings and three 
special meetings were held. 


Member 

Number of 
Meetings 
attended 

Mr Anil Ramnath (Chairperson) A 

7/7 

Mr David Parry A 

7/7 

Mr Silas Pllophe 2 A 

3/7 

Mrs N Mqadi B 


Mr B Cele c 

7/7 


A External member 
B Municipal Manager 

c 

Chief Financial Officer 


2 Audit Committee’s 
Responsibilities 


§ Annual Financial Statements 

S review and discuss the unaudited annual 
financial statements with the Accounting 
Officer prior to presentation of the 
foregoing financial statements for audit 
together with recommendations, if any, 
regarding amendments to the said 
statements; 

S review and discuss with the Auditor- 
General and the Accounting Officer, the 
audited annual financial statements to be 
included in the Annual Report; 

S review significant adjustments resulting 
from the audit; 

S review effectiveness of the internal audit; 

S review risk areas of the operations to be 
covered in the scope of the internal and 
external audits; and 

S review the adequacy, reliability and 
accuracy of the financial information 
provided to management and other users 
of such information. 


The Audit Committee’s responsibilities are outlined in 
section 166(2)(b) of the Municipal Finance 
Management Act (No 56 of 2003). The Audit 
Committee has adopted appropriate formal Terms of 
Reference as its Audit Committee Charter, has 
regulated its affairs in compliance with this Charter 
and has discharged all its responsibilities as contained 
therein. 

A summary of the Audit Committee’s responsibilities 
in terms of the foregoing Act and its Charter is that it is 
responsible for, among other things, the following: 


g Internal Control and Internal Audit 

The monitoring and supervising of the 
effective function of the internal audit 
including; 

8 evaluating performance, independence 
and effectiveness of internal audit and 
external service providers through internal 
audit; 

S review the effectiveness of the internal 
controls and to consider the most 
appropriate system for the effective 
operation of its business; 

S initiating investigations within its scope 
e.g. employee fraud, misconduct or 
conflict of interest. 
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5 Ethics 

Reviewing the effectiveness of mechanisms 
for the identification and reporting of: 

S any material violations of ethical conduct 
of councillors and municipal staff; 

S compliance with laws and regulations; 
and 

S environmental and social issues. 

5 Compliance 

S carrying out investigations into financial 
affairs as Council may request; 

S reviewing the effectiveness of 
mechanisms for the identification and 
reporting of: 

S compliance with laws and regulations; 
and 

S the findings of regulatory bodies or 
audit observations. 

The Audit Committee is satisfied that, it has complied 
with its responsibilities and has discharged them 
properly and efficiently. 

3 The Effectiveness of Internal 
Controls 

The system of controls is designed to provide cost 
effective assurance that assets are safeguarded and 
that liabilities and working capital are efficiently 
managed. In line with the MFMA and the King II 
Report on Corporate Governance requirements, 
Internal Audit provides the Audit Committee and 
management with assurance that the internal controls 
are appropriate and effective. This is achieved by 
means of the risk management process, as well as the 
identification of corrective actions and suggested 
enhancements to the controls and processes. 

The Audit Committee has noted that the risk based 
audit plan that had been implemented during the year 
has been completed satisfactorily, subject to further 
comments regarding internal control in paragraph 5 
below. 

The Audit Committee has also noted the various 
items, which the Auditor-General had listed as 
impacting on the internal controls and on his overall 
audit opinion. 

The Audit Committee is of the opinion, based on the 
information and explanations given by Management, 
Internal Audit Services and discussions with the 
Auditor-General on the result of their audit, that the 
internal accounting controls have not been fully 
effective and adequate to ensure that the financial 
records may be relied upon for preparing the annual 


financial statements, and accountability for assets and 
liabilities is maintained. 

The Audit Committee would like to draw attention to 
the Auditor-General's report which has been brought 
to its attention which indicates that there are serious 
weaknesses in the functioning of controls, procedures 
and systems during the year under review. The Audit 
Committee has noted with concern the issues raised 
in the audit report released by the Auditor-General. To 
ensure satisfactory and timely resolution of the issues 
raised, the Audit Committee will monitor corrective 
progress regularly. 

4 The Quality In Year 
Management And Monthly/Quarterly 
Report Submitted In Terms Of The 
MFMA 

The Audit Committee has not received and reviewed 
certain performance management reports and is 
unable to comment on the content and quality of these 
monthly and quarterly reports. 

Except for the foregoing reports, the Audit Committee 
is satisfied with the content and quality of monthly and 
quarterly reports prepared and issued by the 
Accounting Officer and management during the year 
under review. 

5 Internal Audit Function 

During the year under review, an audit plan was 
prepared based on the Annual Risk Assessment. The 
following is a list of projects undertaken by Internal 
Audit, arising from the risk assessment: 

8 Procure to Pay 
8 Fleet Management 
8 Financial Statement Close Process 
8 MFMA Compliance Review 
8 Performance Management System Review 1 
& 2 (Six-monthly Reviews) 

8 Follow up Reviews (HR & Payroll, Cash Flow 
Management, and Financial Statement Close 
Process) 

All reports and assignments are followed up by 
Internal Audit and the Audit Committee to ensure that 
the proposed management actions have been 
implemented. This action is necessary to ensure that 
management does not temporise Audit Committee 
and Council. 

Further, assignments of the past four years will be 
compared and management will be accountable 
where no progress in reducing risk was made with 
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repeat assignments, especially where, in the opinion 
of the Audit Committee, the audit risk remained high 
and could have been reduced. 

The Audit Committee is satisfied with the performance 
of the Internal Audit Function and reports that all the 
projects have been completed by the end of the 
financial year. 

The Audit Committee is not satisfied with the internal 
controls in place and it is of the opinion that more 
emphasis must be placed on internal control as this 
function is not being managed properly. An urgent 
programme must be implemented in this department 
by employing more resources and qualified personnel. 
Whilst a risk based audit programme is currently being 
implemented, it is not effective. Only a small 
proportion of risk areas are covered in a three year 
cycle. Our recommendation is for management to 
place priority in this process to cover all high risk 
areas, as soon as possible. We are of the opinion that 
such steps will rectify the problems in internal audit 
and assist management, external audit and the 
municipality as a whole. 

Another area of concern is the Finance Department 
and the Audit Committee is of the opinion that the 
management of this department should be 
strengthened as a matter or urgency. It is crucial and 
critical that this department functions optimally at all 
times, and that the information and reports provided 
are accurate, reliable and timeous for all users of 
financial information, especially management. 

6 Evaluation of Financial 
Statements 

The Audit Committee has: 

® reviewed and discussed with the Auditor- 
General and the Accounting Officer the 
audited annual financial statements to be 
included in the Annual Report; 

® reviewed the Auditor-General's management 
letter and management responses; 

® reviewed the accounting policies and 
practices; 

® reviewed significant adjustments resulting 
from the audit; 

® evaluated the audited annual financial 
statements to be included in the Annual 
Report and, based on the information 
provided to the Audit Committee, considered 
that the said statements comply in all 
material respects with the requirements of 
the MFMA and Treasury Regulations as well 
as South African Statements of Generally 
Accepted Accounting Practice (GAAP) and 
certain statements of Generally Recognised 


Accounting Practice (GRAP) and statements 
of Generally Accepted Municipal Accounting 
Practice (GAMAP); and 

S reviewed the particulars of the management 
action plan in response to the issues raised 
by the Auditor-General in his report. 

The Audit Committee concurs and accepts the 
conclusions of the Auditor-General on the annual 
financial statements and is of the opinion that the 
audited annual financial statements be accepted and 
read togetherwith the reportof the Auditor-General. 

The Audit Committee notes with concern the 
disclaimer of opinion, the matters listed in “Other 
matters” and the audit findings in respect of 
performance information in the Report of the Auditor- 
General. 

We also note the particulars of the management 
action plan in response to the issues raised by the 
Auditor-General in his report. However, we are of the 
opinion that unless the matters referred to in 
paragraph 5 above are not implemented, 
management will not be able to complete its action 
plan. 

7 Appreciation 

I would like to thank my colleagues for making 
themselves available to serve on this Committee and 
for the significant contributions that they have made. 

As an Audit Committee, we rely to a great extent on 
the Ugu District Municipality’s Manager: Internal Audit 
- Shared Services and his staff in the Internal Audit 
Department for their support and assistance and, in 
particular, for the role they continue to play in 
improving the accounting and internal auditing 
systems and controls at Ezinqoleni Municipality. We 
are indebted to them for their cooperation and 
assistance. 

We are also grateful to the Chief Financial Officer, the 
Auditor-General, and all other invitees to our 
meetings, including the external service providers, all 
of whom provided invaluable information to the 
Committee. 

Mr Anil Ramnath 

Chairperson: Ezinqoleni Municipality 
Audit Committee 
9 September 2009 
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